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For a numbor of yoers tho English-spocking pooplcs transe 


ee ’ z ‘ patent onier dock Pa 
lated the Gorman words Farsolle and Syndikato aos "conbinetions , 


"trusts", "pools" or conspiracios in rustreint of trade. Ag 


uscd in this roport, Decartolization donotos a dotermincd and 


zed offort to oliminate o11 Fartcllo from the Germany 


ccononv, defining cartcl os any businoss arrongomcent designed 


to limit, rogulate or avoid compctition. The term "orrange- 


Nn os . P + Py A 
mont" is uscd because it is broader than "agrcement". dJrrange- 


ments may be in the form of contracts, gontlemen's agrceoments, 


cone= 


informal understandings, mombcrships in trade associations, 
trol of co-operative or jointly-owned sales agencics designe 


to maxirize the profits of the participcnts. In short, any 
rmec 4 ame aaa 8 a do fh aig ae : 9 ah * ' 
formal or informal association of independent enterprises in the 


‘ 
/ 


elec or similar branchcs of industry, ostablished with a view 


tw 


to Scevring 4 ronopoly of the market is, by dofinition, 2 esrtcl. 


hy 


or altcrnative definitions, see .ppendix A of this volume. 
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Determined to secure the future peace and 
well-being of manxind, the governnents cf the United 
Stutes ane Great britain, acting through the veresi-eg 
dent and the Prime -inister, (atlantic Charter, Fuurth 
and Fifth Princinles) on 14 august LTj4I derzet thats 


0 ee 


They will endeavor, with due respect for 
their existing cbligations, to further the en- 
jeyment by all stxtes, great or small, victor 

or vanquished of access, on equal terms, 
to the trade and tc the row moterials of 
the world which are neeced for their econc— 
mic prosperity 


They desire te tring »houtthe fullest 
collabcration between all nations in the 
economic field with the object cf securing, 
for ell, i mpreved labor standards, eccnomic 
eadju setter and sccial security. 

as a first step towards the implementation of 
these vrincivles, Secretary of state Cordell full, 
on 20 April 1944, announced that an industry branch 
wevld be established in the Commcdities Division of 
the Office cf Economic Affairs of the State Veoartment, 
in order that the responsivility for the Department's 
pelicy and acts cn all matters relating to internaticn— 
al industrial arrangements might be clearly fixed onc 
oreverly coordinated, Five months Inter, in a letter 
adéressed to President Roosevelt, Secretary Hull stated. 
that the Devartment was pre pering ‘definite policy 
preposals" for curbing int-rnational cartels; that in 
fact plans were under way for "discussions with other 
United Nations in resnect to the whole subject cf 
commercial vnolicy." In his letter, Mr. Hull said further: 


The elimination ef the restrictive 
practices of cartels is an objective that 
consistently follows from the Liberal prin- 
Civles cf interneticnal trade which this 
Governiuent, under yeur direction, has censis 
tently scugkt to implement UBF OUE "h the trade 
Bercement program and other cuaenhe cf 
coumercial policy, It ids er an cojective 
which censtantly follows from this pomnkns 's 
traditional and Llong-stonding vorogran de~ 
siened te protect the censuner against mono— 
poly and toe yoresurve individual enterprise 
on a freely cempetitive besis, 


The pregrom proposed by Mr, Hull had the full 
concurrence of President Recsev-lt who, on 6 Sevtember 
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1944, directed the Stats Dupartment to moke cere 
tain that "defeuot of the Nazi arnies is followed by 
the eradiestion of thas. (cortyl) weapons of ucono= 
mie werfore." The Prosidont'’s lettur goun en te gay 
thut “cartel practicese.s will huve to be curbed" s 
and it directs the State Department to continug Lts 
studies of cortels and curtul practieca, 


To give international sanction and autherity to 
the decartelization of world treda us first proposed 
in the Atlantic Charter, thy governments of thu 
Soviet Jnion, Great Aritoein snd the United St. tes ine 
cerporsted inte the Potsdam Agraoment (July 1945) 


as the basic law for Allicd uetion in Garmwuny ths folluy. 


J 


ing two stotoments of policy: 


(A. 3. 1) The purposes of the coocupnat— 
Lon of Germesny by which the Control Coun 
cil shall by euided ares 


The complete disarmament and demili- 
terization cf Gerunny ond the vlimination 
Or control of nll Germen industry thet 
could be uscd for militury production. 


(B, 12) At the arrliest pructiesble 
date, tha Girmun economy shall be dscuentro- 
lized for the purpos.s of climinating the 
pYeSent uxersgive concentration of econownie 
power as exvunlified in purticuler by 
curtvls, syndicates, trusts und other mono— 
polistic APP ANB We NGS » 


Among thu mens spoelfied for achieving this 
program, the Potsdem Agreswont deelered thet Allica 
controls shnull be imposed upen the Goraun econony: 


To control Goruan industry and oll 
econonle and finunedal intern:.tionsl trens- 
‘etiens, including uxports and imnerts, 
with the alm of preventing Gurnany from 
duveloping oc wer petuntial one of achieving 
the othur objuctives nemed horedn. 


To control “1 @orinin pullie or prie 
Vite sequntdtio woddes, reseoroh ond oxe 
Nut dinantel dAnsatituttona, Lebor.tori.s, ut 
Cuber, Conneat d with :gonomte netivitics.e 


Piftecn months Luter, deturwined to svcure 
furth-r supoort for the dueconeontr: tion ond a iC Le 
teliaction of Geruon todustry, the dnitod Stutes 
Covernmeant tubuittud Lo th: dJnditved Wittens in UU [eo 
tombor 1946 5 dre tt ehortar for on Intern: tien: L 
Tred. Orw nis tion, of whieh Cha ptur Vo re'd, in 
murt, vA Lollowrs 
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Members ogree to tvke aporoprinte 
individual and collective measures to pre 
vent business practices among commercial en- 
terprises which restrain competition, restrict 
access to warkets or foster monopolistic 
control in internstional trede, and which 
thus have the effect of frustrating the 
purpose of the Organization to promote expan— 
sien of production and trode and the mainte- 
nance in all countries of high levels of 
real income. 


To effectuate the purposes of the Potsdam 
Agreement with respect to the deconcentration and 
decartelization of the German industrial economy s 
the Office of Military Government, United States 
(GMGUS) on 15 Decenber 1945 estublished a Tecurtel— 
ization Branche The primary rusnonsibliti¢s of 
this Brench are (1) to disp?rse the ownershio and 
control of those German industrial or business con— 
cerns which represent excessive concentrations of 
economic power, and to prevent their future re—- 
consolid@stion; and (2) to eliminate German partici- 
pation in cartels and prevent such participation 
in the future. bas 

This orogrem is, of course, & logical extension 
of ths historic American policy in the field of 
sndustrial managen=nt. - For ovr half a century, 
the Sherman Act has stood 4s 4 positive expression 
of the will of the American pconle to preserve 
freedom and cauality of economic opoortunity. 

In our experience only a democratically organized 
-cenomy cen provide the essentials for a full and 
good life. Totslitarian economiss, organized 
from the top down, must resort to thrvets, bris.s 
sn@ subsidigs to ske out a@ minimum standard of 
comfort for any save a privileged few, , 


Hy preserving a fre: como-.titive marxet and a 


d=mocrstic system of industrial control, the Jnited 
Stetes has attained @ high stand rd of living for 
menegoment, Labor ard agriculture, “But this steond- 
Gard can be maintained only if government is 

elert to 2rotest any infringement of the right te 
tr ve frsely in world merk ts without let or 

hindr once from self-constituted groups sevking to 
control the producticn or distribution of essentiol 
commodities, For Amerie industry is vitally 
dependent uoen forsien supolies of verious minerals 


co 

no. other strategic raw materizls; and it is pre- 
cisely thess minerals and row im terials (tin, 
tungsten, nickcl, chrome, mica, rubber, OLL snd 
high-grede iron ore) thut cre most subject te 
monovoly control. 


Thot the heavy industriulists, oerhrps more 
than any other group in Germany todays Wers hedging 
‘gr inst milit-ry duf2 t is cnourent from their are 
tions. In 1944 moctings were hold in Otrosbeurg 
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to buy vorte: c ol ne for 7 resumption of business 
eg usuale Those plons wera refurred to in 9 stotement 
issued by the stote Devortment ih iirc Lj45. 


The Department of St te announced today 
thet relizvble information collected by Allicd 
Governments clearly indiestes thot the Nazi ree 
gime in Germony hus deviloned well crraing d post- 
wer plans for the peroetuation of Nazi doctrines 
snd domination. Som of these plans have 
already been put into oper tion end others sre 
rendy to be ‘leunched on « widespro:d scezle 
immediately upon terminotion of hostilitics in 
Buropee Nazi Party mombers, Germain inoustria- 
lists, ond the Germin militery, revlizing that 
victory cun no longer be atteined, ore now 
developing postwor commercial orojects, «re 
endervoring to renew ond cement friendships in 
forcign commercinul circles “nd are planning fer 
renewals of prower cortel ceresmentsS.e An apneal 
to the courts of vnrious countrics will be made 
early in the postrvsr period, thrcugh dumumics, 
for “unlavful" ssizurc of industricl plents end 
other pronertics token over by Allicd Governments 

t the outbreak of wor. In cises where this 
method f.ils Germen renurchsse will be attempted 
through "clenks" who meet the necessary citizen- 
shio requirements. The object in every instan— 
ce will be to reestnblish Germen control at the 
eorliest possible date. Germon attempts to 
continue to shore in the centrol «nd develop— 
ment of technologic’1l change in the immedinte 
postwar period is reflected in the phenomensl 
incresse in German putent registr: tions in 
foreign countri:s during the past 2 ye rs. Thi 
registrations reached an all-tive hizh’-in 194 


oa 
, 


It is of mijor import.nce to reolige thet this 
plonning for 2n immediste posty r comebuck wos to be 
Superimposed uno the veconnomic ponetrstion of neutral 
ecuntries clready far advaneed before the surrender 
of May 1245. Cpereting chiefly through the internstion- 
: _oviss bonks, Germony hed disposed of more than 
¢ 209 million of looted gold, using the proceeds to 
subsidize nevsoupers ond carry on foreign props gonads, 
rno to paw for wor materinl. I sdadition, holding 
como. nies set up in neutrel countries by Gernuny's 
mijor combines continusd to npar:te threughout the 
Wee, while est'blished subsidi ry cenp nies in neutr l 
Countrics—eep rticul rly in South AMeL LON eee wore 
being exninded. The extent of these interests 
is presantly unknown. Eovever, the Internrntionel 
Cemmittes for thy Study of burepe:n quzstions estimate 
cd (Jonucry 1947) th t in South ameriern, Sweden nnd 
wwitverlend vlone, Germain citizens! personnal snd cor- 
por'te “seets cooroximeted ¥ 2 billion ind thet the 
bulk of this we lth remeined in th: nossussion of. 


individu ls ond org niz tions ret ining th vin? 
right to use it freely. : : ig th. monies i 
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Let the Victor Bewore 


A dozen years after the termination of World War 
I the historicns began yiecing together the story of 
the attempts to dissrm Germany under the terms of the 
Verscilles Treaty. It wes ‘only then, from the vantage- 
-oint of 1930, on the eve of the Nazi seizure of . 
vower, that the magnitude of the failure became appa- 
rent. The historians cf ‘forld war I and the architects 
of Werla war II synchronized their efforts with 
ironic verfection,. 

It is not enough to sey that the attempt to 
disarm industrial Germany was a complete failure, Beck 
of that failure lies the real story, The records of 
the period show thst every device, every subterfuge, 
every instinct combined in the attitute of the German 
industrialists to prevent the accomplishment of the 
clear intention of the Allied stutesmen. Germany 
emerged from the post-war yeriod not the weakest but 
the strongest military power in all Burope, if net 
momentarily the strongest in the world, vy her industricl 
power she once again within a generation wus fully 
prepared to challenge the whole werld, overrunning 
western Europe and forcing war uson the United States, 
This apvarent indestructibility of the German capacity 
for industrial war stands now agginst the background 
of history—very recent history. Twenty-seven years 
aco the st.tesmen of the victorious nations, recog— 
nizing the necessity for curbing the German will for 
power, laid down ‘a policy of industrial contrel in 
their documents of peace. The failure then was not 
one of statesmenship but one of execution, 

New again the statesmen of the Allied nations have 
set down the volicy of industrisl disarmament in even 
stronger terms, and once agsin the burden shifts to 
those who must execute and implement the policies 
agreed uvon, If to err is human the supyositicn 
must certainly be prasent thet to make fhe sume error 
twice is stupidity, To guard ageinst that catastrophe 


there must be a foll understanding of the srevicus 
mistekes. 


First, the Allied powers failed to appreciate 
the devious and ruthless cheractéer of German netionslism, 
rooted in history, stemming frem the Hunzic invasions. 
after Napoleon's victory in 1808 baron Stcin suuucd 
up the German psychology to Frederick Jilliam III ty 
counselling him thot 4 tresty "binds the vanauished 
enly within the limit where it cuniot physically ¢es- 
Cupe its effect." again after 1926 it became all 
too Cbvious that the Germans felt bound by the Vere 
Sailles Treaty only to the extent thot their violctions 
Were dcteeted und denounces, 
bars Within a few yeors following Vorld var I the 
Allicd contrel over Germany's industrial potential 
Erew weaker ond weaker, The French Genvral Nollet, 
Chicf of the Allied Control Comission, testified thats 
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The Gove muent of the noich tondedes. 

to weary the Allicd Govarnucnts.,. to relax the 
vigilance ef the Comaissinones, to werr it cut, 
snd te lesd it to desire iss own departare. 
Under cever of this stubborn stragele, it (The 
German Governn., nt ees pursved the rovival of 

wilitary vower cceording to a previously 
determined planeeces 


Authority after sutherity has testifiod to the 
systematic plan of otstruction preetic.d by the Gere 
mons in their successful attempt to protect their in- 
dustrinl war potential agoinst foereien supervisicn or 
eentrol.e There were studied pregronus of dilatory 


prolininerics decuments and records were "Lost," sllics 


were"plavad eff ag: inst each other " on questions ef 
contre]; there wore ceuntless instances of duplicity 


Aaceeit, sails mnisre Pteweriee te and, in miny well dooau- 


nonted insteneess, eutrisht falsificstion. 

The. serge understands bhy MNO, Are dediented 
to the preposition thet the preserv: tion of their 
industrial vemer is A Srered trast, tht .11 attomots 
to curd th:t voower must be cyoesoed, and that any merns 
eye foir whieh «id in or blishing then in s pesition 
to defy cutsids Intorferonee in their affsirease Alliod 
officinrls, rhile reieevine such el.ins in principle, 
erovitste to the doctrine thet it is more imoert: nt 
to restore Goran industry thin to dircet overy cffort 
torsrd the protection ef Bh Next Sunerntion frou 

third world wr, This clish of int. int ales in itsclf 
tragic, confusins th: issue, since gus ant ah of pence 
do not preclude the orention of s kor TR ue ULlOS— 


pering Gerigin veoanomy, In the widst of © devastated 
country the: threst of ugaressive Wor aay cpoeer ree 


mote, There’ S theo provlons or an impoverished people 
“Ye ever present. This, plus th Incsespable "business 
usu.l" philoscphy, et imal: tes the desire te revive Gere 
min business new ind vestoene until Inter all ssfoe 
£U.rds cgrinst sous faturo wr. 

Every oresn of Gorman vexvressian is uncours sing 
Such = progrem,. It is basing scid now, ss it wes § 
in the erly 192ds, thet Geruuny is « vitel cog in 
the wheel of vorld voresperity, thet Gernmeny is a neeess: 


customer, thet cn dindustricl Germany is novded to badan- 


Ce th: conflicting into rests of cooer. phic Ldvologtics, 
thet the United St tes must cssist in German roeevery 
to reldicve the tux barden at heme, It is ncoither 
pertinent nor nocussiry to -reus with these thoeordes. 
It is sufficient merely to rocvgnise the ele cr objec 
tives of the mission, whieh stete dn ancquivoerl 

terns thet the ordu ry ourpose is to render Germany ine 
cep blu of “nother cgeressive wor and thers roocovery 
must prooe.d “Longe Lincs consistent with this overe 
riding objcetive. Re vanteupor ry eost aon bo mone 
tioned in tho sme bre th with tho diamessur blo cont 
Of “nother wosle wor, To ureud thet the teoxprivers 

Of the United St tes objeet to any ordew short of the 
tote l ais: rmewent and deo rtolinetion of the Gorin 
veonomy is te wiss or te nisronrosent the teonper of 
th: Auvertoen noeple. 
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Decartoligution nd U.S. Tr-de Policy 

The pelicics ef hilit: ry Government enlling 
for climinstion of cortels are sometimes questioned as 
to their vossible effects uoon the efficiency of the 
Gernucin econonye These questions call for a rest :tement 
cf U.S. polioy against a b-ckground of the long- 
rrnge objectives which the deconcentration snd deerrtel- 
iz.tion policy in Germany wes designed to serve. 

Certein fund -mentnl issues sre becoming clenr. 
Mire Bevin, in his speech of 22 October 1946, proposed 
mn peliticnl pattern for Germnny which closely resemb- 
les the federel union of the United Strtes sind mde 
firm renerks “bout the need for elininating trusts 
“nd mencnolistic oractices in Germany. Nevertheless, 
in becouing specific, he presented 2 complex proposal 
for the céentrsliz: tion and socialization of the Ger~ 
aon ceconomye This came at a time when the United 
St:.tes and Briti.n were discussing separstely two 
jmoort:nt subjects: (1) Economic unifics:tion of 
zoncs in Germany, and (2) Propos ls for revivel of 
multilsterel world trade through the I.T.0, Con- 
prring our respective positions, it would epperr thet 
the British aire trying in Germony to steer s hagerdous 
course between nationclizstion and socislizgation, while 
the United Strtcs is working in the field of inter-— 
nationcl trede to institutes me..sures which will 
relex artificisl controls and free these chrnnels 
frou the restrsints of tariffs, cartels and other. 
restrictive fiscal and trade pilicies. . 

however, it must be cle r thet United St-tes 
policy is not simply = negstive one, True, the 


Potdan Agrechent ond JCS 1067, being concerned 


Lech 
ely with the control of Germany «nd the 
on of future sggression, did plocs emphsis 
upon denilitsrization, den-zifiestion;, decentr.lizs-— 
tion, dec rteligstion and other surgery to glinuinate 
conditions resulting from the wer and from the 
decply entrenched sllirsnce of mony yerrs! st-nding 
of Gerncn «crmongers, Junkers, fininciers and in-— 
dustriclists. & desirnble restatement of policy would 
place these neg -tive sspacts sgrinst u bucksround 
of the constructive policies under the influcnce of 
which these p-rticul’r remediscl provisions were 
instituted. A st°rt in this direction may be mrde 
by reference beck to President Koosevelt'!s letter to 
Secret: ry Eull of 6 Scenteiber 1944 which points cut 
the contrest between the long standing U,S, econonic 
Dolicy, in heruony with denocrrtic politicsl insti- 
tutions, snd the regiucnted e-rtels system of Ger- 
1a. DY e 
Before the end of hostilities it ws cle or tht 

if world neces wes to be listing, positive me:.sures 
prouoting ‘iuudtilster*1 world tride would hve to 
be porcolleled by coinion -ction to vliminnte trode 
birriers, c:rtel orrctices, est blish exch:ing'ble 
"onics ete, which would hove to be secon nicd 
by full enoloy::nt nad full production in ©«1ll1 
countries of the speci:.] oroducts which ech is 
peculiarly cble to »roduce taost econonically, Accord— 
lngly, the recently ,announced U.s, vropos...ls for 

‘orld Trede Churter upproved by 17 other United 
Nations »t the London Confzrance in Novunber ly4o, 
cont in the highly import nt provisions for the 
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elinin -tien of restriative preetices in Intor- 
stionel trede for the purpose of prowotiug o era tur 
ae of wholesome coupetitdon vend a pre ter volume 
n internetional exebinge of goods by dnsisting on 
air plsy in internetional tr de. 

It will be ivportont to prevent the injection, 
into this progres, of propos: 1s for Inturnotion i) 
ecooversntion snong orivate groups on teria which 
would eupover nee to nake internestlonul veononte 
cerecuents which would, in fhet, cerry out 2 ¢con- 
trary policy. The :uti-trust laws do tend to 
keep Anerienn coupanics free of restrictions on pro- 
sg aha sn@ trade, Before the wor, however, in spite 

ieee handlenrpss | UeSe business moved tow rd pro- 
je feted donestic usrkets, high profits, ond low 
turnevere It is not necess: ry to refer to the volu- 
ses of evidence gothered during ond after the war, 
shoving the results of this drift avay fron the leng 
tern dgnecr tie volicy of the JUeS. snd tow rd the 
ecrtel patterns which sone business nen found attr: c- 
tive. At the sme tine, the Uedb. cconouy 's u 
whole vroveé, during the wir, thot technology in 
oreduction could be developed independently in 
the United Stctes under proper incentives, and that 


Geperdenecy on tha technology of 4 cartel systen 
wes far frou inevitablc. 

Euroveson deve lopuents genet the wr heighten-d 
the contrest of volicies. srtels, coivercinl 
trectics betveen ae ees rniuients, were only a 
orelude. The industrizl syste of Europe tightened 
its internol structure. It regiienteud everything 


t 
it toucked,. It shoved the c.rtel world as ce closed 
world in which th: individucl disapvecrs; a hier:rchi- 
ceil vorld of porer politics in which gis ont Concerns » 

eting Yor seer subordin.te firius, friendly and 
puffer stctes, trede and ‘inneuver, 

hether this tickes for efficieney is doubted. 
r privete grouos nor govermient regul «tory 
»(s uch for excuple, 7s public utiliti-s 
ssions), cre known in generol to fix low 
eS or high aqunlity. Yet tho efficiency of the 
n0'.1¢ syste Hust be viv: Sured in ters cf the 
Htc consur<cr, not of the nroducer or iwiddlenan 
he. If th: nrofits of supposedly efficient 

on ure hot prssed on to those who deal with 

g Clic concerns, there is no substanti-l 
1 yentr ge in gre.ter efficienoy; “ud the 
rent econoimes cre in iminy ¢°sus Worse then 
et by the burerucr-tice denands of . conplex 

i 

bh 


All this spoe*rs to detuinnd a ole r rest -tevent 
he principle thet dwioe:re, cannot long sure 
Vive the dis; ..22 raneé of ceononic déiioerscy} and 
thet the sbility of individucls and tioderste “Sib ed 
@rouns to exch:nge goods in conpétitive nerke 

is perhops the locust ¢esily perverted aehee 

for the correlstion of »sroductive effort with 

the needs of the psople,. To retrin the ol rity of 
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the issues now being frecd, iv will be necessary to 
“Ke ole“r ane UeSe position tht notions) ond intere 
1 "tional restrictive c-rrengeti nts are intiu tely 
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related. Unless there is an international certel, 
the power of a group in a given country is linited 
by foreign comvetition, subject, of course, to 
whatever vorotection tariff volicies ane transport 
cost may provide. Conversely, unless there is a 
domestic cartel, in esch of the producisne countri«s 
represented in the internationsl cartel, the inter- 
nationel ¢roup will be weakened to the extent thuet 
independents compete in tke certel dominated markets, 
With reesysct to Gernany, it is clear that 
the manner in which the totalitarian character of 
the economy is liquidated and an alternative to 
totslitsriasnism is established must be consistent 
with the democratic objectives of encouraging freer 
trade among nations. Germans have leng emphasized 
the need for equal access to the world's raw materials 
but in the gast have denied their Luropgan neighpors 
equal access to rew materials in Germany, especis 
ly coal, The German problem, therefore, is not muere- 
ly to revive German industry so as to reduce the 
burden on the U.S. taxpayer, but to re-ostablish the 
Eur ooean 2conomy: in such a way that Eurove as a 
whole ean take its wlsce in world trads. It is there- 


fore important s for -xamle, in making new arrangemnts 
for -xvort cf German products, that Military Govern- 


ment makes sure that pre-war relationships betwee 
German firms ane their orevious foreign customers 
ear- not simoly re—--ststlished wlong the sume lines. 
Likewise, within Germany, ths m-ans taken to re- 
Vive German oroductien must not esain centralizs 
and weld together the German economy into a single 
instrument oresenting a solid front of in tg 
conomy agoinst those nations which might othe 
wiss be willing to relax trade restrictions Sine 
the lines suggest:d in th: oreocesed World Trade 
Charter. 


It is on; thing to outlew the German cartcls 
end brwak up the combin:s now in 
anothsr thing to oreve seated 
Unl:-ss ad=-quate measures 3re taken to prosvIrvs a 
ecupe s-Litiv. wsconomy in Bocmuie by vigorous cnfer- 

ctavnt of the Decsrtelization Law, the complexes 
will reassert their authority. For it i8 in the 
nature of the German industrial system te drift tewsre 
bigness and centraliz :ition,. 

The success cf decartslization will be measuree 

in direct proportion te the vigor of its oanforec-—. 

ent. It is neither se 1f-onfore cing nor can its 
ane arearpith in the initigl stag. at lvast, be 
left to the Germans, Th: preeedure necessary for 
th: dstvetion of violaticns is a new function and, 
therefore, must be preecd nt-building rethcr than 
precedent—follsewing. First the concentrotion 
of economic power must be dissolved and secondly it 
must be vprevented from reass SoebLing. The proposals 
for mzzting the s cond objvctive are the inmedicte 
coneern of the Enforeom:nt Progrem, 

Unlike ths situation found in countrics, 

accustomed to doing business under the free compe 


DECLASSIFIED 


Authority VN [ )4 0 5 Ft 


DECLASSIFIED 


Authority VN 


titive system, it is not likely that many voluntary 
complaints will be mode in Germony.. It is more 
likely that those subsidiaries which ore broken off 
from parent comosnies will have a grecter tend -ney 
to get beck into accustomed associotions than to 
resist, and consequently to complain ag: inst the 
afforts of the monepolistic commeni:s to take then 
bck. It will vrobably develop, thercfore, tht 
tha indevendent coneesrns which th: laws seck to 
vrotect, will resist the protection to - grvcter 
2xtent thon they will resist the injury. 

Therefor: vigorous sction must b- trk=en to 
convines th: German xeo2le that d:mocrusy, pr 
ticularly economic democrecy, is the most fovorsble 
m @ium for th: full and complete develooment of 
sn in@ividéusl., Totsliterinn tyrunnies h: ving 
f-iled to oneate. ond maint in a Steble p:iresful 
zeonomy, the Germens must conceds that the best 
oossible economic systen is:ons in which the metericsl 
snecess of the indiviéusl deosnés orimcrily on his 
sbility te contribute to tho »conomie s tisfoaction 
of others; thet the resulting ohilosophy of the 
jndividéusl is ene of self-relisnce, salf-confid nev, 
wodificd by the nec:ssity to adjust snd contri- 
bute to the needs of the comzunity, It is assumed 
thet such cn individusl will ex.rcise on silert ond 
effective contresl over his government and will 
compel thet government “nd ita officidle te uct fer 
the genernl welfcre (Volksgemeinschoft) rother than 
in the selfish interests of sem: sxeci+l cless. 

Just cs the Germans must be convineed of ths un- 
soundness of meking irrevocable grant of political 
powsr to 2 dict tor, so th: verman peoole must be 
convinced of th. unsoundness of making an irreveecble 
erent of cconomic pover to privat. PEYrSDlss, “Rene 
cies or trusts. : 

Aoart from ~n educ-tionel progrem there is 
being esteblishad 2 technical enforcement procedure. 
Ths trsk of ieint ining sn ~dequ.te surveillunce, 
es distinguished frem over-all anforcement over the 
whole body of Germain industry, is th. orimtry gocl. 
Enforccinent, therefore, must be 2 process of 
sompling r-ther then 2 frontsl att “ck. To segcot 
‘ny other premise would be 2 deperture from renlity. 
Decertsliz-tion is not punitive, nor is the enfcer— 
cement of th: deenrtalizetion progrem to be esrried 
out in 2 punitive mann-r, Tho s netions, however, 
oye punitive. They »rovide for fines “ed impri- 
Sontent, “nd they must be so avxolisd cs bt 


le. Sow th.t dcorrt-lis tion Ie more 
than 2 g2sture, 

2, Thot it will be enforced no motter 
in what industry, or cgtinst whom «nd 

3, Thet fines will be seught for minor 
violations, cond imprisonment urg:o 
if it is de:med nocezss'ry to rumove 
the violator from sconenic life, 


Enforeemunt c.n b: Ssuecessful only if it is 
corre]: ted and ge red to the etunl conditions xs 
now existing in Germeny. For that ro son it is 
nucuss ry to evalucte the trends of the dimedis te 
-y@ more remote future, Among the conditions which 
must be considered sre the economic, politic: 


JI = 10 


pedro kM Ain Oi eet es a = ee 


and social situations. Out of those considerations | 
oan come the evaluation of the temper of the neonle, 
their institutions, and their reuction to enforce- 
nent. Unless the German peovle ultimately accept 
this new economic conce vt of industrial as well as 
voliticesl democracy the victory will. never be com- 
pletely Wone- 

The Germans, of course, are counting on the 
feet that the recovery of Germany (which they insist 
uvon intervreting as a return to the stutus quo 
ante bellum) is a prerequisite for the recovery 
of Furove und the mainten:nce of a healthy world 
economy. They dismiss as of no relevance the 
fact that German industry and German menpower are 
2 war potential of impediate concern to all of us 
so long as the German economy can be regimented or 
saninisteree as a unit, either by private owners 
or by a central government. This war ootential 
can only be reduced or controlled: 

(1) (f the German government, whether imoerial, 
revublican, or socialists Ceniot exereise undis-— 
yuted tactical and operations] sumtrod over the 
whole eccnony; (2) if commen action, whether eco- 
nomic or political, denendsuocn opteining the ceon- 
sent of thousands of peovle and tudevendent en- | 
terprises. In other words, a od ucefully expanding 
world trsdc is devendent uoon the decentralization 
of Germen industry, th. outlawing of all- cartel 

and ctnbine ogreements, and the fixing of responsi- 
tility upon vroducing units lecally owned and mana 
ged. This Geceantralization program must take olace 
before any final central . government can be organiz— 
ea on ¢ federal bsesis. 

It must bo reweabered that after the military 
collepse of the Kaiser and Reich in 1918, the 
United States Alien Property Custodian declared: 


‘fe 


+ 


Industrial Germany was in control of 
Imperisl G:rmany. ‘Industrial Germany sympa- 
thized and particinat-d in the preparation 
for this wer. Industrial Germany waged this 
wsre. industrial Germany was the first te 


Sc. Gefeat snd force: ths military peace, 

in eré-r that, with her industrial equip- 
ment intact, she might continue that s:me 
wer by intensified and cencentruted econenic 
measures, Eer embitions ere the seme in 
peace and in wer. Her methods are the sane 


in vesce and in wor. Destroy your business 
competition by strte vid, curtel combinations, 
dumping, full-line forcing, bribery, theft 

of patents cr inventions, espionage, and 


with miner changes,these seme words might 
be usec to define the aims and aspir:tions of 
industrial Germany, 1933-1946 under National Socialism. 
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TEE GERMAN PATENT Pros, 


otis not Nazi “cents, Were Germany! 
2, column,” operating in advance Of Hitlent 
afi f © the war potential of G11 who migh need 
“0 a demands for lebensrayn, retents gee 4 oee 
ots | ST entiee aa ted 
' r inven S & rewarg for 
u a fink oh might otherwise p i Practical] 
thon the past quarter Century, Germany hag 
gure rely new patent technique, an ontirely 
oi on rental and inventions, and hag appl 8 ney 
Lh othe to implement her bid for world Power The 
recline to make Germany aq Collec ting-point : : 
1820 rorma tion gathered fron the 1 
cal 3 to secure a "cornert on new indus trial 
Sey ail thsreby force the rest of the to depeng 
EF scenes inventions anq technical "know-how an 
wen to maneuver foreign ladustry into Serving the 
a of Germany's political and industria] leaderg, 


pes 
. 
apo 
lis, 


Patents and patent applications were the 
vorm in which German technolog WQS Packaged fop export 
4 second method Provided for exchange of fj 
often based (sae s.3 dynami te, analine dyes, celluloid 
takelite, vitamins, ete,) “Pon foreien inve 
puch accomplished, carte} agree 

with a view to allocating World marke ts, fixing prices 
and setting ves tricti vo Sales ang Production quotas, 

Within a very few vears Germany came to control the flow 
of technolowical information in many fields outside Ger- 
many. Owing to her Cavacity for and interest in research, 


seruany soon shoved & favorable trade balance! in this 
new €xXpory commody tys 


technology, In other words, Ger. 
many talanced the imports of technological data with but 
a fraction of her own technology, using the remaining 
surplus of exportable technology to bargain for special 
Friviloges abroad, In addition to honey credits, these 
Privilegos included: access to information on War ma- 
terials and Caulipment; Production restriction of foreign 
“dus try, Particularly war essential industry; fixing of 
Ltant prices for certain equipment Essential for 
roduc tion, such as machine tools, in order to re= 
: Crclen indus trial development aha achicve a cor- 
1 POnding reduction of war potential; territorial res- 
die teens to name only a few, In this way, i ae 
ica] foe Subjugated foreign countries in ere) ~O§ 


? 
ntions, This 
hents were negotiated 


Dor. Without the use of arms; without financial 
Pour, which wag lacking in Germany, and without control 
_ impor tant 


Leys Sources of raw materials which Germany 
eile hae 1 + 


ACKEd, 


Ways where once economic ahaha = eet 

SWlopg cot th in raw mn terials, fertile acreage, Sitges 

peed Sportation facilities or appre ae pros 
wee (917 flceldsin which Germany was rele ers 

Out 4? Serna indus try shrewdly and see ae 

8d thy towoLize the flow of technological oe ae 

ag p08 ACh a ve international power, » This ‘tt 1” 
-A8Cg on the valid recognition of an essontia 
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this technolos 

ror of Sical 
fac tinuing flow of new * ORG, Namo. 
2 008 mnological tinow-how oho Moly, 


an’ ya ting her own Limi tationg (ness while "POCO gga 


pall vsgources, fold 5 ol 2 
frat er this defect be ep soreten eget Poverty tcc; 
ger domination af qq ncen tra tine Mo), aot, tt na~ 
nraining donsne on and control oyae he ater fan 
0 tor 


conver ting 
a mate the machines ange cee! s na tune thods ang’ 
70 4 Hen Odg Csgo 
r at es high-speed steoig, 7, Shea test qurcca and 
waits, cameras, synthetic fiper,’ Ormaceu tlenlg 
fe] W _< 

S 


At the beginning of worig 
- be , . War 

an | diien one the reposs tore’ oo ommany Wa8 wolz 
ae the world : et pie informa tion fog omtcal, elec 
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., mere can be, of course, no thought of restricting 
me export of German technical knowledge, On the con- 

Bey Germany must be compelled to disclose all her 

dus trial and trade secrets to the rest of the world, 
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Le has to be controlled is the medium of exchange 
meee Germany shall receive in compensation, (Clearly, 
‘“ynont must not be in the form of control, whether for- 
““. Or tacit, of which the three main contributing fac- 
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(1) Patent Agrcenents 

(2) "know-how" Agreements 

(3) Cartels 
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smal independence, Jn 1905 , relinquishing their 


corporation, 
an extensive research and development program, seven 
patent Departments were set up to handle tho patent 

vork for the combine. tho patent bersonnel alone consis- 
tei of more than 250’ employees, while the average annual 
patent budget amountcd to approximately RU 6 million, 

he following table shows the number of i.G Farben 
patents in force, in Germany and abroad, in the years 
fron 1932 through 19413 


Patcnts 


Year Germany Other Countrics 

1932 5059 20, 202 

a 5176 21, 675 

1934 «5340 22, 51 

1935 5322 23,973 

1936 5579 ane 

1937 57724 28,117 

1938 5790 Eber 

1939 5817 at ee 

1940 5964 30! 891 

1941 6126 : 
a sano patont applica tats 
Soh annually numbered many thous O32. to 1943 wore § 
rayon filed by I.G, Farben from 1. 
“+ OW 8 
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the following table givog a oroakdown r- 
gomological ficlds, and indicates tho patsegreiné to 
sjoyed by IeG Farben in tho years 1932 and 1941; rage 


Patents 
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Yoar Germany Other Countries 
rete nee meremmtenfettini tay a”, 
) Group I 565 3, 254 
inte Group II 3, 635 16,275 
Group III 859 " dp Oee 
1t 
) Group I . St 2,966 . 
as Group II 4,182 25,459 : 
Group III 1,073 | 4,466 


ae total number of German patent rights, . which were 
formerly owned by I.G Farben and are still in force 
iW, 1s estimated at approximately 18,000, A break- 
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in Of this figure is as follows: 


In 1942, when the expiration of patonts was sus- 
Pnded, there were abou tee 


6,100 patents in force | 
7, 400 applications pending 
“nce that time, filcd 
4nd now pending, apoute 4,000 applications ciao 
Motal (Approximate) 17,500 Patent rights - 
asod by tens 


eo ee : pire wag further incre ty cations 

= thousands of foroign patents and, patent afldd thon, 

Many thousands of patent LAcensGse rben trade-mark 

rep e2t8t in excess of 30,000 1G a tration, 98 yell 

iastrations and applications for Teets tat at. such 

os 8C0llancoug other indus trial Prop’ 
“brsuchsmus tor" (petty paton tere ¢ applications 

aton an 
dna Thi g cno mber of patents, pois tered 
“other inaug trial property rights, P 


. nfini te number of 1), 

eo At. Ge Farben a controls fhown Gia’ 
a op wnolo, induatrioa at hong ye 
ot arben Cxeorciga 

Gs ypduotion of ps LO HOP go "s 
P Pp synthe tic ponbee” tlo wate nnacontrol 6 Oxnme 
shi : t " S Vor 
3ofina thors, ond a major yeh"), motes Avon bis 
eeeas 30 vast that indoo ita 7‘ 
i157 40 was 8 hold fr at like an o 
an or tho pormission wr in Gorm AY waa at 1 
apd? e) 
<u the case of acetic aoka ony or at in other” 
osene 
, acid is onc of 

Ace tic AC the mop 

ised by industry, ho sli impor tan 1 

ra pounds of it in a eine § ta to¢ b heavy chem. 
“agle iG eee. manufac turg of ors 
es , requir ’ » 000 Pounds of j 041 08 tate 


Wyn ‘ 
jpstiese, Ihe scoond largost tlold of occ 
-op von t8, Nae he in making Paints h 
raishese, dese TWO broad categorics account toe hon 
Or Over 


zroo-four ths Ancrican consumption of acct 
“scr important uses of this chomicay ee to acid, 
: a ; C manu- 


> jure of pharmeccuticals, Par tloularly salicylic d 
€ acid, 


APS 


ie: irin, and salvar T 

wich is aSPp+ ? arsan, It ig din ¢ 

“nufac ture OF dyestuffs, such ag eatin 8 the 
? ang rint- 


a dyeing of textiles, and in the tanning of leath 
a] ather,. 


Patents wore instrumental not onl , 
estoplasumen t of the synthe tic acia Gig eee se 
recpering the subsequyont development, During ee ee rag 
1930's,,I.G@_ Farben held the United States patents mre 
nov end promising process for making acetylene the prin 
cipal matorial used in the manufacture of synthe ti . 7 
geotic acid, By,an adroit manipulation of these patents 
and by aclever use of its partnorship with standard oil 
of New Jersey, I.G. Farben succecded in preventing tho 


scon to the chemical pro- 


8 of the country. It, furthor illustrates the harn- 
vances Of such international partnerships as the chemi- 
“1 batont pool between I,G. Farben and standard O11 of 
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~ nogotiating with I.G. Farben for 9 liconse to mnxe 
sotie neld by | procoss difforont from that used a 
mgeo, =Five yoars carlior Dr. Hochschwonder had written 
-) standard O11 "pointing out proocss in quostion of ine 
-rost to Jasco and requesting information ... to permit 
frthor study of possibilities by I,G, Ferbon in Germany," 
nspite Standard Oil's cooperation, I.G. Farben held in 
19388 that the process was out of the purviow of Jasco, 
standard O41 protested against this view on the rather 
plausible ground that after helping I.G. Farbon with the 
process, they "do not see that subsequont failure of, 


ee | ; J 
1G, Farbon to advise Jasco of further oxperimentation 
work conducted in Germany and outlined to ghell by 1.G 
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cluded clauges in patcnt agreenonts precluding forcien 
nanufacturers Tron supplying any technical infornation 
to anybody in Germany cxcept I.G. Farben, ‘Thus, 1.6, 
Farben throttled the flow of technical information in 
both directions,. 
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Part III, infra, contains typical patent contrac 
nade by I.eG, Farben which indicate to what extent I.G. 


Forben manipulated patents in order to cain international 
control over the flow of technology. 
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. 1.G. Farbon has dovoloped ag: Lt . | 
. be ier \ spoclal process for 
{nsulating olcatrle conductors by ugdne: foils of poly- 
vinylchloride coverod by Gorman Patont 736054, procoas 
for insulating cloctric conductors by follsa of poly- 
vinylchlorido, callod "Luvi thor, "! 
Parl SE. es tO lay All polyvinylchloride | 
Ss necded Tor the procoss Trot I.d, Fo 
Farbon affiliates, aE AsO, Moron or 1G, 


AJE.G. will do rosoarch work on I,G. Farben'ts pro- 
coss and inprove it, 


\ For passing on its know-how to 
third parties a.8.G, shall bo ontitlod. to ask such third 


parties for a speolal royalty of 1 por cont calculated 


pa 


on the polyvinylchloride folls price paid by thon, 
such third 


411 
rties shall bo obligated by AVE.G. to pure 
chase the needed polyvinylchlorido fotls fron I.G. Farben 
or suppliers naned by I,G. 


Farben. This liccnge is 
limited to Germany, . 
Conclusions 


Tho roregoing caso historios and sample contracts 
are typical of the uses to which German cartols put 
their patent rights at hone and abroad, It must be ap- 
parent that this pattern will repeat, unless, vigorous 
steps are taken: to climinate all German ‘patent cartels, 
patent pools and other patent-holding abusas, Since 
Gormany today is in possession of no exportable wealth 
and is relatively poor in natural resources, tne only 
domain in which she can lnnediately expand to re-assert 
her claim to power ig the tochnologicnl field, Thore- 
fore, though we insist that Gernany's technology be 
enlisted in the service of mankind, we dare not return 
to her control over the flow of technological inforna- 
tion at hone or abrond. Therefore, we are suggesting 
the inauguration of a new patont policy for Gormany. 


Recommendations 


As presently administered, Gernan patent law tends 
to prevent competition ana therepy further extend the 
monopolization of the German economy. In the United 
States, for instance, it is cormon practics for patentees 
to grant non=cxclusive licenses at roynlties usually not 
in excess of 5 peor cont of tho sales price of the arti- 
ele produced undcr the licensed patents whereas 1t has 
nlways boon the Geminn practice to exploit patents 
through agrecnents serving to divide technological ficlda; 
allocate markets and naintnin a tight control over tech- 
nological know-how, pnrticularly in the electrical, 
chemical and other industries with a high war potential. 


et re 


Recognizing the dangors to world peaco Inhorent in 
this situation, tho Cartel Section of the Executive 
Gouncil, for Economic Poreien Policy (an inter-agency 
committce cstablished by the Prosident of the United 
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states to ndvise hin on nattors of foretgn ocononie 
policy) started Inte in 1943 to consider tho type of 
patent policy which, if instituted in Germany, would 
assure the clinination of those-practices and would oid 
in firnly establishing the German cconomy on a free and 
copetitive basis, Over a poriod of more than two years 
this committee dlligontly pursued the subject, To ald | 
thor. in arriving at their final conclusions, the conuit- 
teo received testimony from largo nunbers of experts in 
the ficlds of industry, patent law and international re- 
lations, The nenbership of the committoe included repre- 
sentatives from all interested Government agencies and 
was fortunate in having regular attendance and active 
participation by persons with wide industrial and patent 
experience such as Casper Coms, the U.S. Patent Comnis- 
sioner, The final outcome of the deliberations of the 
committee was the patent policy for Gernany set forth 
in a paper referred to as "ECEFP D-59" (gee Appendix). 

or was presented to tho President of the United 
States who endorsed the policy recomended thercin and 
forwarded it to the European Theatcr with instructions 
to the Office of Military Governnent for Germany to con- 
sidor it as the official Anerican position as to the 
type of patent systen | 


1 which should be established in 
Gernany by the occupying powers, 


The establishuent of a patent policy in Gernany 
which will prohibit restrictive and discrininatory prac- 
ticcs and which will prevent the abuse of patents to 
ercate protected monopolics of greater scope than - the 
patent grant is intended to afford, is a matter of par- 
ticular concern to the Decartelization Branch, It is 
obvious that the progran of the Tocar teli zation Branch 
to introduce into Germany a conpetitive econony would 
be severcly handicapped by a patent Law which counten- 
anced the continuance of the type of restrictive prac- 
tices which were allowed under the forner German Patent 
Low. the Decartclization Branch is the anerican element 
of a Quacripartite Agency charged with the administration 
and Gissolution of the forncer I.G Farben industrial 
eupire which, as the largest patent holder in Gernany, 
owned about 18,000 patent applications and, unexpired 
patents, Conpliance with the provisions of Allicd Gon- 
trol Council Law No. 9, which vested the 1.G. Farben 
empire in this quadripartite body and which requires, 
eventual complete dispersion of this property, nocossi- 
tates a policy of wide utilization of the former ],G 
Farben patents, If the physical focilities of the former 
I.G, Farben empire are to be disposed of to a large 
nunper of purchasers, it will, 9f course, be necessary 
to nllow the purchaser of each unit of I.G. Farben prop- 


erty to utilize thosc I.G Farben patents which cover 
the processes curried, out 


in the purchased facilitics. 
If the establishnent of a community of {ntorest ainong 
the purchasers of I.G. 


¢ Farben units and the creation of 
a besis for future uniting of these interests under a 


gigentic patent pool is to be avoided, it 1s necessary 
that licenses under I.G, Farben patents be not rostric- 


ted to purchasers of I.G, Farben facilitivos nut alsa bo 
nade widely available to othors, 


Because of the importance to the Decar tellzation 
PBrogran of a liberal patent policy in Gornony, the 
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Decartelization Branch enthusiastically grooted the | 
conpulsory licensing foaturos of the roocomiucnded future 
patent policy in Germany as sot forth in ECEFP D-659. 

Tt is the boliof of the Deoartelization Branch that, if 
these oorpulsory liconsing provisions aro to be success-=- 
fully administered, it 1s necossary to clearly define 
the type of licenses which nust bo granted ond the cir- 
eunstances which will require their grant, Thus, it is- 
the frequently expressed view of the Decartoliznation 
Branch that licenses should be granted only for a jione- 
tary royalty. Such a policy would discoursge formation 
of restrictive patent pools which so often result fron 
agreenents to exchange patent liconses, fo crystallize 
the provisions that licenses shall bo granted for a 
reasonable royalty, it ils believed that a maxinun none» 
tary royalty should be stated, Itis tentatively sug~ 
gested that this naxinun figure night be set at 5 per 
cent of the retail price of the article produced under 
the patented process, 


The Decartelization Branch is opposed to any depar- 
ture from the present policy of the ECEFP as concerns 
the compulsory licensing of patents in Germany. ‘The 
prinicpal argunent of those who advocate a change in 
this policy is that, to urge such a policy at this tine 
in Quadripartite discussions would scoverely jcopardize 
the chance of obtaining Quadripartite agreenent to ree 
open the Gernan Patent Office, On the strength of this 
argument the ECEFP has agreed to restudy its patent 
policy as sect forth in ECEFP D-59, It should be notca 
that whatever merit thcore nay have been in the arcunent 
that the patent policy must be revised to assure a re- 
opening of the Patent Office has been destroyed by recent 
quadripartite developments. the latest Minutes of the 
Legal Directorate announced that Quadripartite agrcenent 
has been reached to reopen the Cerrian Patent Office to 
reccive applications for patents. The question of the 
rcopening of the Gernan Patent Office has been entirely 
eh eli fron the question of a revision of the Gernan 
Patent Lav, It has been agreed that the reopened Ger- 
nan Patent Office will tenporarily operate under the 
present German Patent Law (the 1936 revision), with only 
slight nodifications to provide for denazi fication, 

This course was adopted ag it gives more tine for thor— 
ough study of sweeping reforms to tho Gernan -Patent Law 
The contemplated thorough reforns will be ins ti tuted, : 
oes s — agrecd to, by anendnen ts to the 1936 law, 
state of facts obviously completely dispels the 
argunent that the sweeping reforns advocated in the 
President's policy must be elininatea to avoid n 
nizing the othe we 4: peat cieae 
- Pe : GY powers and thus jearardize the chances 
aadrlpartite agrecnent to reopen the Patent Office, 


There appears to be little 

¥ s 7 concrete evidence c 
bi reconnenda ti ong for revision of the darnan Shae 
rot Ai pope in the Prusidcntts policy would be resis- 
one ee his Beene gt 48 theso reconnenda- 

c wn to e other powers, 
Branch ma enverea tions of nenbers of the Dua anid cation 
pevesentatives of tho other three ooae 
Ee would appear possible that quadriparti te one 
eeia: , Mr colpulsory licensing feature Of the Presi- 
Policy could be Obtained, The Gormittoe of Con trol 
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Officors of I.G,. Farbon hans rocently established a qusdri- 
partite Coxilttce to study tho natter of disposing of 
about 18,000 patents and patent applications fornerly, 
belonging to I.G Farbon, It has boon the unanimous 
recommendation of this Gonumittes, that tho forner I.G, 
Farben patents and patent applications be nade available 
for licensing to all applicants. Informal discussions 
with the nenbors of thls Committee and with the othor 
I.G.: Farben Control Officers on the question of treat 
nent of future Gernan patents has indicatéd that they 
would not be averse to a compulsory patent licensing 
system in Germany as to all presently issued and future 
German patents, aaiieaieiadanaae 


It would be surprising if the Russian and British 
reprosentatives did not favor a compulsory licensing 
program in Germany as the Russian Patent Law contains 
an extremely crfective conpulsory licensing provision 
and tne British Patent Law contains a less effective 
compulsory licensing provision very similar to that now 
containsad in German Patent Law,. ‘The compulsory licensing 
provisions provided in the existing German Patent Law 
and the British Patent Law have not been cffective as 
they are bounc around with restrictions, such as require- 
rents for proof that a license is necessary as being in 
the public interest, It is worth noting in this connec~ 
tion, however, that the strengthening of the compulsory 
licensing features of the Britisn Patent Law has recently 
peen strongly urged by the Second Interim Report of the 
Departiental Committee of the Board of Trade, .prescnted 
to Parlianent in April 1946,. es 


It nas been argued by those who are opposed to the 
compulsory licensing provisions of the President's pat 
ent policy for Gernany that these provisions would hinder 
Wilitary Governnent in the accorylishment of its objec-— 
tives and would interfere with the revival of pornitted 
Gernan industry, JItis the opinion of the Decarteliza- 
tion Branch that a compuslory licensing provision would 
not only have no adverse effects upon achievenent of 
Hilitary Governnent objectives but that any other policy 
woule be detrimental to the accomplishment of Military 
Governnent objectives, there is no possible argument 
that compulsory licensing of issued patents would ad- 
versely affect revival of pernitted German industry. 

If all issued patents in Germany were nade available to 
all manufacturers, it would go a long way toward accon- 
plishing the necessary stinulation of conpetition,. such 
umiaupered usc of available technology would make pos- 
sible a naxinun utilization of the raw mateorinls and 
productive facilitics of Germany, ‘the only possible 
arcunent that compulsory licensing would adversely af- 
fect the reconstitution of permitted Gernan industry, 
would be the argunent that, if the compulsory provisions 
were made to cover future patents, it misht discourage 
inventors from disclosing their inventions, It is ‘not 
believed by the Decartelization Branch that this arcu- 
nent 1s persuasive, Compulsory licensing at a reason 
able royalty would not make patenting so unprofitndle 
that inventors would orefer to forego patent protection 
ang run the risk of having others learn the nature of 
their unprotected invention, 
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Although no poll has been conducted to deternine 
yiether an effective conpulsory licensing program woul 
be acceptable to the German people, the question would 
appear to be answered in the affirmative by the fact 
that German Patent Law has for nany years and through 
nany revisions had compulsory licensing features. ‘he 
presence of guch provisions in the statutes indicates 
the people's desire for such, 1 policy evon though the 
dictatorial adninistration of the policy was carried out 
in such manner as to make the provisions meaningless. 


Gernan Patent Act of 1877 contained a 


Indeed, the 
Sec. 11) which was re- 


conpulsory licensing provision ( 
tainod through the Revisions of 1691, 1911, 19268 and 
1936, The latest rovigion injected 2 certain anount of 
Nazi ideology into the lav, Thus, the "Fuhrer" principle 
found expression in the requirement that permission of 
the Reich Cavinet ("Reichsregicrung") had to ve obtained 
before the Patent Office could act on an application for 
compulsory license. Action by the Cabinet was to tally 
arbitrary, the parties involved having no opportuni ty 

+o pe heard, take an appeal or ask for a judicial ceter- 
rination, Moreover, the necessity of applying to the 
Reich Cabinet rendered the orocecure extrenely cunpersone 
and practically inoperative. Presently expressed wisnes 
of Geruan patent attorneys are. to the effect thet at 
least this Kazi amendment to the compulsory license pro- 
vision (Sec, 15) ve elininatec. This anendnent should 


a a! mae & : RL, * 2 = = 
be venoved together with the Wouplic interest" require-— 
nent. As a practical proposition, a private applicant 


private interest 
and not a pudlic one, though the latter ney pe served 
A realistic approach to compulsory li- 


coincidentally. 
requires climination of the burcen 


enain2s therefor 
censing, LIerGCIOPre, 
35 


that a "public interest" must be proved as a condi tion 
precedent to the grant of a License, 


The argunent is made by some opponents to Cc 
pulsory licensing provisions of tre ROBFP vcolicy that 
compulsory licensing would constitute de 4 mL or 
sroperty rights. the theory on which a patent is granted 
is taat the Government affords a cortain liniteé 20 

as a quia pro quo for an inventor's disclosure to the 
public of the method of practicing his invention, Tie 
only effect of a strenuously enforced compulsory licens— 
ing provision would be that the German Governmont would 
offer a more limited monopoly in exchange for disclosure 
by an inventor, ‘The inventor would still bo free to 
decide whether or not the consideration offered by the 
Government for disclosing his invention was adequate to 


warrant his making o disclosure, 


4s stated carlier, it is the present plan of the 
duadripartite comiuittes on patents to immediately reopen 
the German Patent Office and allow the patent syater in 
cormany to opera te for the immediate future under a 
SLAM Dial revised version of the 193d German Patent Law, 
a. AcCVvan tage of this plan is that it dimediately fills 
ne vacuul cnused by the closing of the Gernon Patent 
Office and allows the four powers iore tine to agree 
upon and institute widespread changzes in tho patent law 
Tt is uncerstood that these changes will be put into . 
effect, os they are agreed upon, by auendnents to the 
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1936 German Patent Law. The Docartelizatiion Branch, in 
nddition to strongly advocating the corpulsory licensing 
provisions of the ECEFP policy, believes that other 
changes in the 1956 Gorman Patent Law are desirable. 


To aid in the enforconent of anti-cartel and anti- 
trust legislation, itis recommended that tho 1936 Pat- 
ent Law should be amended to requiro the rogistration 
and filing of copios of all patent license agrocnents 
in the Gernan Patent Office. Itis holieved that the 
regis tration requirenents ghould provide tht fad lore 
to register an agreenent wlll render it unenforccadle 
4n the courts and also subject tho parties to fine. 


The German Patent Law should be nade to clearly 
state the principle that misuse of a patent in such a 
way as to crente a rionopoly beyond the intended scope 
of the patent grant will cause the patent to becone 
unenforceable in the courts, To avoid the confusion 
whieh hos arisen in the Unitod Staves due to conflict-— 
ing decisions as to what constitutes ‘a monopoly beyond 
the intended scope of the patent grant," those practices 
which will be considered as unlawful extensions of tne 
patent onopoly should be clearly stated. ‘thus, speci- 
fic prohibitions should be nade against provisions in 
license agreenents stipulating nininun prices, establish- 
ing a division of fields or territories, requiring licens- 
ing of future inventions, or stipulating purchase of un- 
patented materials fron a designated source, ‘The patent 
law should be further anended so as to make full disclo-— 
sure of inventions nandatory, Failure to cormply wita 
such provisions should result in cancellation of the 
patent grant, 


It would greatly facilitate the enforcemcnt of the 
prooosed changes in the patent lav, avoid hardships to 
the Germans and help educate the Germ ons to tae ways of 


a free econony if 2 system of declaratory judgnents 

could be established to enable a prospoctive licensee 

or liccnsor to determine the legality of a proposed li- 
ecensc before its execution, Itis, therefore, further 
recoiziended that the Gernan Patent Law be so anoended as 
to provide that one or both parties nay, prior to the 
registration of a license agreenent, apply to a specially 
constitute patent court for o declaratory judgnent as 

to the legality of a proposed agreencns, 


sunmarys 


In sumuary, 1t is the boelicf of the Deocartelization 
Branch that the policy of compulsory licensing of Gernan 
patents, as laid down by the President of the United 
States, should pe vigorously put forward and suppor ted 
as the anerican position; that to urge such a position 
would in no way jeopardize the reopening of the Gernan 
Patent Ofrice; that the principle of corpulsory liocns- 
ing is not unacceptable to the Gernan people; that con- 
bulsory licensing docs not constitute deprivition of 
property without Guc process of lay; thnt the other three 
Occunoying, powers would probably agree to a system oF con 
pulsory licensing; that if the avowed purposes of the 
occuoying powers, as clearly sot forth in Article T{T of 
tae Potsda Agreunent providinys for ollnination of onrtels 


DECLASSIFIED 


VN N9035¢ 


Authority 


. 


and excessive concentration of economic power are to be 
effectively carried out, an effective system of compul-— 
sory licensing 1s essential; that 1t should be required 
that all license agreements become a mattor of public 
record; that specifically enumerated practices, serving 
to extend a patentee!s monopoly beyond the scope of the 
patent grant, should be prohibited by statute; and tnat 
a procedure should be established by waieh the prospuce 
tive partics to a license agreement may obtain a declar- 
atory judgment as to its logality. - 


program 


In accordance with the patent policy outlined in 
the preceding chapters, Decartelization Branch makes the 
following recomendations: 


1. Licenses under German patents shall be aveilable, 
as a matter of right, to all apolicants, on payment of 
a rensonable vee and without further restrictions. 


ae Consideration for the grant of patent licenses 
shall be monetary only. 


3. The amount of patent royalties shali be linited 
to a maximum sum of 5 per cent of the retail gales price 


of a patented article, a corresponding amount being fixed 
for licenses under process patents. 


4, There shall be placed on file in the Patent Of- 
fice certified comolete copies of all patent lic 
and otner patent agreements whenever a German pa 
a German national (residing in Germany), or both ar 

ved; failure to file such copics shall make the 12 
reement unenforceable and ali parties thersto sub 
e 


Tie term "misuse" shall include (wi 
tacreto) the following practices: G 
pools; contract stipulating minimum prices 
division of technological fields; éstabdlishi: 
of territories; restricting production; setting 
quotas; requiring licensing of future inventions; stipu- 
lations as to purchase of unpatented materials from a 
designated source, 


On MnO +O 
Ary oo 


a f 19 x 5 ical - 
8 Declaratory judgement procedures shall be set 
up to acal with patent licenses and other patent agree- 
7 be “oe = . ) 
ments, potnh national and international, 


F 7, Any Dorty to a patent license or Aerecmunt may 
Submit sene to « declaratory judgment tribunal for ap- 
proval, 


wits Co Strict requirements for disclosure of Laven- 
1048 shall oe enacted and enforced, so tint ali voatents 
lian= 


erantcd shall disclose the entire invention and tie 
ner in which it ig used in act al practice, 
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WAR DEPARTIENT 
CIVIL AFFAIRS DIVISION 
WASHINGTON 25, D.C. 


WDSdA O7& 


e4 Soptember 1946 


SUBJECT: U.Se Policy with Respect to Gorman Domestic 
and Foreign Patents 
TO - US. Military Governor for Germany 
APO 742, % Postmaster 
New York, New York 
co Inclosed is a copy of recommendations of the 
Zxecutive Committee on Roonomic Foreign Policy with 
respect to German domestic and foreign patents (ZCEFP 
D-689/46 dated 10 July 1946), togethor with copy of mem- 
ovandum relating thereto pearing approval of the Presi- 
dent. 
ee These documents were recently transmitted by 
the Acting Secretary of State to the Sceretary of Tar 
with the suggestion that they be forwarded to you for 
action. 
Oe Accordingly it is requested that you take 


such action as lies 


within your competence in imolenen-— 


tation of these recommendations. 


~ 
tf 
[@) 

| 
ep} 


a . OG. Pe ECHOLS 
wemo to the President Major General, USA 
Airic7iat G 1" af oat a 5 
1 August 46 fm 5 Chief, Civil Affoirs 
EGErP D-59/46 dtd Division 
ul 46 
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DEPARTUSNT OF STATE 
TJasning ton 
August 1, 1946 


MSHORANDUM FOR THE PRESIDENT 


SUBJECT: Recommendations with Rospeet to Germnn Domestic 
and Foreign Patents pte ee 
a 


There is enclosed herewith for your consideration 
a document containing policy reccorme endations with res- 
pee to Germany's domestic patent systom and German 
nership of patent rights in other countrics. Those 
3 cormendations, in which J concur, have been aporoved 
by the Executive Committee on Sconomic Foreign Policy. 


The measures proposed in the docunent will carry 
out in the patent field the previously approved prozran 
to decentralize economic power in Germany and to pro- 
hibit Gorman participation in international cartels, 
ad \ os at the same time safeguard Aliicd security op- 
ot 


y 
3 


espect to Germa any's doncs tic patent systen, 
ndations call for eo reopening of the 
n 


tJ O ct 
Hi 
© @® 


} menda 
bn atent Office, for maxin ¢ patented inventions in 
Germany epg available to a11 users at reasonaple 
rates, and for trict enforcenent of disclosure require- 
ments. Rights in patents may be impounded or tex wninated 
yy the Allied authorities. Those recommendations will 
require Guadripvartite action. 
the question of German ownership of patent richits 

in other countries is Rotagace into tvo parts--first ex- 
isting patents and patent apdlications, and second, 
future patents and aapenens apolications, yea Me rial respect 
to existing patents this Government's policy is set 
forth in EGEFP D-129/45 entitled Policy of the Office 
of the Alien Property Custodian tovard Patents or Enemy 
Crigin wnich you approved on reoruary ¢, +L 46 and wnhien 
‘States, in brief, that it is the policy of the United 
States to make available to all nationals of the United 
States on a nonrostrictive, royalty-free basis the for- 
ner German patent rights in this country now under 
direct or indirect control of the Alien Property Cus-- 

P 


Fodian, The present recommendations propose that this 
government, through appropriate channels, urge other 
governments to adopt a similar policy and initiate 
necotiations looking toward a multilateral agreenent 
which would open up such existing German patent rights 
on same non-restrictive, royalty-frec basis to nationals 
of participating governnents extending reciprocity. 


Vith respect to future Ge erman patents and patent 
applications in countries other than Germany, it is re- 
commended that future inventions of Gorman nationals 
resident in Germany may be patented in the United States 
on condition that they become the property of the United 
States, and that this Government issue nonexclusive, 
nondi gerimina tory licenses at reasonable royalties to 
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all interested nationals of Me aeatdals States and to nae 
tionals of aay Coun try pursuing a sintinr polioy towara 
future German j inventions, xet royal ties Ollcoted oy 
tho Thited St tes Zovernnent should be trangmitted to 
@re ablios Con trol Auteord ty for avoroprinate renunom 


wee ayo 


Se ~ en T - 
tan of tha Gnyenvoyr in xe sichsn Qe It is alse ruvoon 
ats tN: Strtos 1 “2 the: re 
teat tao eat ted Stites urge other nations to 


. _ ¢ X ¥ \ 
azect the sone or sinilas policies wit: respeot to te 
> 


- 

esse Jerman Patenting outside Germany, Sut tart this 
“rosren Dd carried out in me Un ce Sates tos Pegardles 
pres 
or Action taken by other Sovernnent 

Iv you aprrow of these reoomne gneations, thar sages 
be ferenrded to the proper United States authorities for 
i-slonentation of such portions as lie si thin thoir ‘pon 


= 
ee RD Rett eA 


ee 
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ECEFP D-59/46 
July 10, 1946 


we a real 


EXECUTIVE COMMITEE ON ECONCHIC FOREIGN POLICY 


(Report on action taken by the Exocutivo Gomnittoe on 
Eoononic Foreign Policy on July 3, 1946) 


RECOMMENDATIONS “WITH RESPEO? 10 
TAN D0unsilo AND FORCIGN PATS TS 


eben ; 
rad: 


On July 5, 1946, the Executive Committee on Dconontic 
Foroign Policy considered a report from its Gomnittee ‘on 


e 2 

Private Monopolies and Cartels regarding the policies 
which this Government should adopt and, through sppropri- 
ate cn 


te channels, urge other governments to adopt with respect 
to Gernany's domestic patent system and Gernan ownership 
of patent rights in other countries, the recomacndations, 
as approved by the Exccutive Connittee, are as follows; 


I. Bxisting Patents and Patent Applications in Germany 
and Future Inventions in Germany, 

The German Patent Office shall be immediately re- 
opened as a centralized agency responsible to the Allied 
control Authority and shall, in accordance with German 
patent law, receive applications for and grant patents 
‘on inventions made by German and foreign nationals, Ger- 
man patents now in effect or hereafter granted shall con- 
tinue in force in accordance with the terns of the patent 
grants; patent applications now pending shall mature into 
patents in regular course, ‘Yith respect to all suca pa- 
tents, however, the following conditions shall’ be nain-~ 


tained: 


(1) Any patent now in effect or hereafter granted 
i be licensed to all apolicants whether-or not na- 
ionals of Germany, on a nonrestrictive and nondiscrin- 

a 


inatory basis at a reasonable royalty and for the life 


(2) In no case shall Gelays in the issuance of 
licenses be permitted to interfere with such production, 
usc, sale, or importation as the occupation authorities 
may deen desirable, 


(3) Existing provisions of German statutes, supple- 
nented if necessary, requiring disclosure of sufficient 
information to render the invention claimed in the patent 
capable of practical exploitation shall be strictly en- 
forced. Initial absence of such disclosure or failure 
pronmotly to correct insufficiency of disclosure shall be 
ground for invalidation of the patent, provided, however, 
that technical inforaation, whether or not protected by pa- 
tenta, shall not be published if the occupation authorities 
deem publication prejudicial to security. 


(4) The occupation authorities shall take such 
steps, including necessary revisions of the Gernan patent 
laws, to prohibit permanently the Gernan Patent Office 
from maintaining a ciass of secrot patents except as 
ordered in specific cases for the benefit of tho occupa- 
tion authorities, 
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(5) Rights in patonts and pntont contracts and 
rights to tho issuance of patents shall de subject to 
such blocking, impounding, soourity nnd’ othor mongures 
as the Allicd authorities Nay prosoribe, such nonsures 
nay inolude dediontion to the public by termination, 1f 
it is decided that such tornmination will further any 
program which nay bo adopted by tho occupation authori~ 
ties concerning tho disestna 


vlishnent of Combines, cartels 
or other prohibited arrangencnts, 


II. Gernan Ownership of Patont 
Other than Gernany, 


A. Existing patents and patent applications, 


(1) It shall bo 
to urge upon other inter 


Rights 1n Countrieg 


the policy of tho Unitcd gtates 
ested governnents that every veg— 
tige of German ownership or intorost in existing patents 
and patent applications in countries other than Gerriany 
should be teriuinated, and that Jurisdictional questions 

of authority or questions of the ultinate disposition of 


such patents should not be pornitted to impede pronpt 
termination of the Gorman interest 


(2) It is the policy of the United States to 


nake available to all nationals of the United Statés on 
a nonrestrictive and royalty-free basis the forner Gernan 
patent rights in this country now under Girect or indirect 
control of the Alien Property Custodian, The principles 
and quaiifications of this policy are set forth in ECEFP 


3, 1945, entitled Policy of the Office 


D-129/45 of October 3, 
a = « y 4 Rieti acer ho Saad 
of the Alien Property Custodian toward Patents oF Tens 


Origin. 


(3)  Diplonatic action shall be undertaken to 
arrive at a multilateral agreenen 
United Nations and neutral g0vernients whereby Gernan- 
owned or controlled patent rights, or patent rights owned 
or controlled directly or indirectly by the Alien Property 
Custodians or sinilar officers and agencies of the signa- 
tory governnents, would be opened, subject to avpropriate 
Qualifications, on a nonrestrictive and royalty-freo basis 
to all nationals of participating governments extending 
reciprodi ty. 


t anong the various 


(4) the policy of opening up these patent 
rights on this basis to the fullest extent possible is 
also recomended as an objective to be sought in countries 
other than those included in (oy, 


(5) Wo Gernan-ovwned patent or patent applicr- 
tion, the German interest in which hag been elininated 
pursuant to the policies herein indorsed, shall be usea 
to bar the import of Gernan commodities into the United 
States whenever the Allicd Control Authority or the 
United States Military Governor determines that shipnents 
of such commodities fron Gornany are appropriate, and in 
such cases the United States shall license the importer 
under the patent on the sane terng as United States na- 
tionals are licensed, The United States shall reco-nenda 
to other nations the adoption of a dinilar polioy,. 


B. Future patents and patent applications, 
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(1) No patent shall igsue in any jurisdiction 
otier than Germany on any invention (a) made in Germany 
or other enemy territory by a German nationnl during the 
period septender 3, 1939 to December 31, 1945, or (d) 
made in any formerly enemy-oooupied territory by a Ger- 

an national from the date of initial occupation of that 

territory to December 31, 1945; except that potent apoli- 
cations already filled in jurisdiction other than Germany 
on such inventions may issue to patent, and such patents 
shall then be treated in accord with the recomendations 
in II,f& of this paper, 


(2) Inventions mode in Germany subsequent to 


December 31, 1945, during the period of Allica occupation 
or control and any additional period which may later be 
provided, shall be available for use in. countries other 
than Germany on & nonrestrictive, nondiscriminatory, non- 
exclusive basis at reasonable royalties, 


(5) To provide for such use in the United States, 
y inventor in Germany, other thon an undesiracle person 
defined by the denazification law or other occupation 
ssulations, snall be permitted to file applications with 
2 United States Patent Office on such inventions, on 
condition that any patent issued upon such applica- 
tion shall become property of the United States. The 
inventor shall execute any documents and perform eny acts 
necessary to effectuate this purposs, the United States 
Government shall provide for the igsuanco of non-restric- 
“tive and nondiscriminatory licenses under any such patent 
at a reasonable royalty and for tne life of the patent, 
to all nationals of the United States and of reciprocat- 
ing foreign countries, Royalty rates shall bdo determined 
in the sole discretion of the United States Government; 
and any royalties collected by the United States Govern 
ment shail be transmitted, after deduction of rdaministra-— 
tive expenses, to the Ailicd Control Authority, which 
shall make aDoropriate vrovision for remunerating the 
inventor in Reichsnarks, 


/ 


(4) Subject to consideration of national se- 
curity and of administrative desirability, the United 
States shall publish, as soon as practicable after appli- 
cation, the specifications contained in patent applica- 
tions filed pursuant to (3), 


(5) No patent issued pursuant to (3) shall be 
uscd to bar the import of German commodities into the 
United States whenever the Alliod Control Authority de- 
termines that shipments of such commodities from Germany 
are appropriate. In such oases, the United States shall 
license the importer under the patent on the same torms 
as United States nationals are licensed, 


(6) The United States shall recommend to the 
governments of other nations the ndoption of the policies 
specified in (1), (2), (3), (4), and (5) or of policies 
as similar as practicable in view of their legal systems, 


(7) The United states shall take reasonable 
steps to make the German know-how available to all liocen- 
sees under any patent issued pursuant to (3) 
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) : ol of the German 

eting market might be regarded and ete & freely nn 
Be rom the woke nn te Gttncken fairly sinole ¢ees 
apart from the main Stream of ®rman ©Conomies PLe fashion 
treat any basic economic problem Without reforn eo 
dium in which it operates 4, not only short siehteq - the me-~ 
jeading. To treat one of the broades and most no oe 
inclusive problems in the erman 


jon would be even more}: 4 such a faeh- 
PS dangerous, 
The solution of the Cartel 

particular importance to Ger 


~deconcentration 
cradle of cartels; a nurs 


Problem is of 


has been Called the 
practices and » 
abit 1 On the eve of the French 
: wre Telatively strong in Germany , 
firmly based economically, ne SBTCe OF th aere to 
the masses of the people, Ting the last vhases of feudalisn, 
there was increasing state regulation in Support of the ruling 
classes, few in nunber ang GTOwn too wen: to Cefend thenselves 
against the growing power of 4) industriplists, 
lonopolies, directed against the intorests of the people, are 
a vhenonenon often ooserved in & moribund Society, whether it 
° ism or national Socialisn, In . 
often Localized, Conferring ex. 
clusive richts to certain towns or cities or states, or to cer~ 
tain families, suilds or nanutac turing establishments, Under 
Bismarck, they took the forn of cartels and Combines used to 
exercise complete control over whole scenents of the economic 
system, including international trade, Cartels and increasing- 
ly concentrated enterprises also used their close connections 
with government to influence and gain favors from the state, 


Yet spenkers end writers now frequently refer Mites 
° oo . ~ . . v i 
its politics and Economics, as if it were a vacuun in ie ica 
the Allied occupying forces entered after Germany surrende 
ti further from the truth, despite 
in May 1945, Nothing could be furth se gas nal 
evidence of widespread destruction and devasta 2. : ae 
tandpoint of economic concentration Germany, at the tir 
rpiiep ase . 3 years, was dominated by close- 
its second defeat in twenty-five years, ‘ Atl Gilg Gin ace 
ly controlled economic concerns engaged in ee eae 
Strictive trade practices, Bribery pore apiece mereaetia i: 
economic relations were close, pectoris ’ raced hee 
While the forms and, sig ead caeagcniie cs had roverted to 
arviee, basically Gerne 
May have received lip service, t pat ‘40 teed “he 
elt an feudalisn, oe was this cia aes cartel 
; ¢ Sat: 4 velopment o ; nek 
°, ’ the history and de r hapies, ontenta, 
pertain even be said that ii aed ey Aaa . the 
inve see ake erty, houses, were all de agit sxate kings, 
gone "hes et eth by coal and. stecl GAEONS Res 0 nea stenmmnddsiis 
ate ra ; vals and an occastonal house pain : 
AirCcrart generals, a a 
Salesman, 


Kicos C rivuting to the 
} any devices and practices SS eae oe 
: eh oes ee ort of this "throwback eae rosulation and 
and supp cr el sho close regulation ar 
Meee pnent ond ; ee later ineivey wie wid 
Cespread use o t c 


DECLASSIFIED 


Authority NN 1290359 


—— 
R \ bs yv A” ‘ 
ee ford, nN ty ndy by ee 
yonder end othe RUDELY tone, NNa op brary 
? ‘a * Aw \y 

parted powere: to W1Pmdonatd i ee 
“ Nttona ond ey “tod 
nano t LoVe uh ¢ WYO gy a y 
apee dnl INDORE Re OHAMNEp 
porter dan of tho Wove le rayt 

UY Rponnoyl yes ey ‘ Maat ny 
yan’ ie 4 ‘s isa 4 : 1 Mn WhilLonnye, ( WiC’ here 
Adee borraaya Men eee ahaa nnd Peblan of Invorleowgy ae 
sro pighte of MMYQhaL Cay, Ae oc Btaty Votdnne Large se” 
yaa . . ek i a ‘ . ' 
Yorstond vn Ang ntoys Wate " Wn Oh t, 
ay aebenyy Loondisdiys tye Ve ni’ ms OVE) of "wy 
i WS yya vas ® " 
catail of shies Saby PGT ay), 
roLogeion of powey ba 
(nhs N 
private croups or dna 
spoupsy the vetting Ly 
procedares ontedido Of tho Court gs 
dalividanl nection vs 


. vOton why 
don by AMM ana UAE» 
protect thodir rights UNUOY the “"6n 


i sieht. ; F NY es ak ‘ 
the holdings COlprny Qovieus oncowrnps pre ete 4pon tho uge of 

ok hate an Goa, “OUrnGdny: ¢ Lo 

fasily canplex; wOnverting ang Moddty4, he “evelopnont of the 
operative orgnnisatdons to for, powerfur za phnctices of co 
el & Banke and finannace Pd, COnbIncs unde ‘Vey 76 
Lael Ss Sunk s aes Manne try Institutions lnyea heer a tenly 
PInancing armaments PO Et a tives eed eS A, COLQive , 
PINSKHE ANG NMMaMont s produet ion, VONSOL LAN t dye Controls nites, 
ing ownership prttorns, nnd dolstordine thie, [2] ath, bie) wy Concenl- 
rooned corvernte Structures, i 


- “ WOoNknogsog of rush. 
AC powor Of tmx 
discriminate revinst snl) 5 _ 


fa, MULL y1 6 


CUfe 
'tlon of COVE T Ppa 


u\ Syd Y 


ty) Ove 


®SCordnne 
oy wh " Be 
of SOMDULoOR Aya 


Wion wor used to 
And ROdduregd gad 

rin ahi : ie “CALUMe sd god Concerns, This 

elosel) Latcaravod, tishtiy held OSonany, dismiised ve 

Rsocislisn™ was in fret tho "rev 1 tho miy 


1" ; 
governrent Moved when thoy Marched beta iy sean or batter 
qi cities of Gornnany, These COop-rooted nonifostntqone of tne ~ 
real Gerran syston, tho Agemlong expression of Gcrran phtlocoohy 
end German idenis, cannot be uprooted overnight, Thoy will no 
wither in the lischt of occuprtion, . 


Thoy will not 
They ¢ennot be ernsed with 
denoerstic phrases or by simply “lowing 
: 2 


4 , the Gornens 
Gorman business othics and vrosticos mas 
plneed on 9 highor level tha 


ilitary 


to vote. 
t be re-forneda and 


OS over before in Germany, Discrimiu 
naiion, bribory, Repotisi, unfnir trade practices, cartels, 
corbines or secinl priviloves rust be rade "roprcohensible", 
rng not sllowed ta romnin in the Gorman conscience as "clevor"™ 
words, Xonestr, 2nde nl sy, individuslis- ote. must become ree 

s uohteattor 


rovoras, While tine ts of the cssonce, 
Liojeor stens enn ye 


telzen now for the roor- 
of Germany on, neacorul basis, The cntire Gormn 
: suring the noxt few years if we 


. P Ati fo at 
economy enn bo roorran god 


have a will to ce it. 


There uncoubtedly aro many npnroaches to this problen, 
4Ql of thom will have much in common, ALL of thon will in+ 


Creat many minor or supplenontary stops anc. objectives. 
ny of the basic svunronches to tho poncoful reoriontation of 
Gorman cconony will include the sane over-all Ae Cheer 
Mw cconor oie meena 
Neerly ell of thon will include as a mejor objective ig aes y 
on of excessive concentrations of Cconomie power in nite! 
\ ; $ oh . 
“S cxemplified in orrticulnar by cortols, syndientos, be . . 
other nonopolistic arrangononts, However, nee ee 
Cartels, synaicytos, trusts and other ee a as : 
: f nie Pe aleral cMporary Ana Ta 
Will not of itselfle nore than rid tt 
ls tae ~~ Le : if, . . ns ste s 
Superficinl solution of the probler, Heny cae er ai 
ust bo tekken both vs nn aid in the sinha acon oh ay reorganized 
Cerne CCoONnaAnrw ¢ d AS ™ bul wark in sunvort 9 ou : . 
oan econony and as & it ‘of these supnlenentary and comple- 
Senoerntic econony, A numbor o ‘ ins pnges, These suge 
rentary steps nre described in tho followins prges, 


nass 
DAY 2 


DECLASSIFIED 


I - 108 


% 
vast fons mre off orod, 


ag, "eee 
t we 
WE py 
a 90"! 0 of t} 1 MdLdly Yout _ MM aolng, ae 

ai dorod in nny ¢ “Sononta .  trngy: fa ale Oe 

on spybar od. that What Na ' TOV Evy % lid a Whia ine lips 
ron odLons, Inclent Note NY tops mMwany, pe Should py 

& \ i i “ M , ‘ ” 

the Fs that Got ett he gph tO dp ah Should by 

cpoot tiie OPM Adoy My Mhong Why 0 dot 
me darda for ity econont NC Con te. as Ke lOhig Of the. 
ses that the C@onons SONCuedt rm, © Words Nig et ond 

Py , ' \ ’ 

are od BOUL bo ree tod geet fim dy Peto dy ye Antonpen™ 

‘ ‘al S. Pia i’ ‘ be XY 
Sete owover , petted bo Brine found IN the ‘on t 
yniive ’ h ind bla) oe DOKLE, Migs Ty rg rv a6 nity 

Orwnr < Qo 7 ) ’, 

yont An certain efrey 4 § tha tho na eCopt tie eae 8G htop 
mated Stntos hee no ‘Ke 4c 4 Y nn COnOnd ¢ bes : aman Y a) DV OV pine 
concuct mst be ceed Ta 2 y 


\: cae 
sayds which Gould bo Use © Po. 
(aa 


rab Lor 
Problem 


Ownership or Control of ‘n.. 6 
P o Ole r ~ OY Any ap 
device of stoc Owner *Ship is wie Sly cee hess through the 
practice has developod 4 bee ee eeGe price 
pillions of Reichsrar,. haps Y extont thet 
der a single my AON ent, ; ; Daa ANVO bean Cor ydined une 
vee as? “80 holdin» odie 
simply Superimoses ono Lean fiction wy | Tie Corpany doviee 
Control is enincea thr ougl ‘p t ye thor Legr al ficts ion 
* Sc 4 
tating the retunl Close sia 1s vise! aie i geiias 
of the subject hee nt Control] enn be ¢ a the ne 
by one Compny over anothor by ‘the lavas ir ne a4 
‘ relatiycl: 
small anount of copital, is pa ticy Wlarly truc where ely 
tiple voting shores, logs than 1o00 DOr cont nea seh ar aa 
other similar devices Eee The Fitenetat techniane of. 
ing voving control ints the indie nf only Corton Sino: 
ben) tins S . 
or even Certain special types of Conn 
the boncholcers anc vreferrad gs 
inti tates CIC 


This & 


nie 


or pire- 
olcers, 
while 
‘eras ela richts, 


4 large nu- wer 
enc hori zontally, 


Di TrOniee ware icy of 
corporations, tot vertically 
Companics mre rolatode other 
minipulation of the 

tine 


see owner shin; 
ving relatiors 5 


the contrel ax ors of 
Often sueh 
only through such finsneial 
1.0., there re no oncers. 
betw con the conmpanios thensolves, The holding 
Company Ceovice 80 facilitatas the flow of profits fron 


ane ne 
tins Compenics to a central parent corp: 
Sive czceptionsally 


& Manner as to Gtont dividend oreference to 
ain stockholccrs Visea-vis tho stockholders , 

fer comprnics in the Complex, 

Corpanics 

6th or cvon rore 

AcLa b by severn] othon 
en fen 

urs 

siniltr ee “The ere 

rll policies 

cluding labor, socia 


to cach 


opera= 
“ny OF Companics in such 


O cr 
Si 


ct 
— 


p Pp 
OQ 


particularly Operating core 

may have subsic -lnries through the 
generntions Some of such units 
oi idiary units, Sone of the 

* held uncer false 

ani relationship, and 

OL ales pe rien carries with it the 
of rll the subsidary Coroorations, ine 

» Gividend end selection of products, 


Hold GA ne 


nay b 
SWAEES 
anes, 


om OUn 


i" 
‘ 


Ou file 


stad 
The holding corpany device is essentinlly ha Meg 
: * A aAyrre ROVYN OD Uy: on 

to en extreme, an unstable economic arrnnge: ent oe . 

é ) Y = Js eu , 
sone part of the holding corpnny foils the ont: ke 
: hat certein units of it are entire 

Wlll fail gespite the fact that certei 


4 " ~ - ) O41 So foal they will 
Y sound, Even if tho sound units co not ols ’ 


te 


DECLASSIFIED 


Authority NN D903 581 


ARPS >} a 
Tart ! eer: Disc’ 3 of YANO Bor 
» event to bac second oy PeAyY hy 


an vs . VO Roth. 
‘ eons far AN ren na Yer \ ‘ SENO YS tt oe Wo \ Ay ) t :. 
vise the case of GOH} Of Las OS ate PEE gn 8 

at’ v EO LB: ¢ nos \ CA 5 Sah WY sy y 

owe ~ N “ CS Siwy haa ys \ AP. 
ee practices or Otherwd go to WAL ty have oe “ivblogga 

: are! WA 7 Y ‘ NFRy wig B seid TO 
ti ons oo a ic dower, She : oe tute OX he WO An Veet mi y 
C < ; : va aie. XW : \ ° be. 

anny’ in another shoule 56 %; ai t SWton nen, Xa \ \ CORES xt , 
ADC ws ned Ds . 4 Wey NON 
Eee’ SUdst tio 1s 4 toe shod iy’ 


. 


XS 4 

r& cencrat 
3 

es 


WOR, + 
a . ae Ky OAS 
Q ‘ - 
on of sn Lsyeo eeO fog Ww BQ 
SS HELO nen xt er : = 
: \ 

SON ye > bd o. AACS 

econey. Th vous © BAS Coy wae 
Ae vik ‘ 

: A Sid tn ve. tune of 

s stactr dr nKOs Nan tn Ads: wwe OS 

x sae GOL ONe awe eel a 
+ 3 > SEOWS Ylre sve) >£ 
oY 43 Wher HM of 
a =e eaiiS Prnwane ~ 
4S POC OT yo ade 
Y Cortain Le-se STWAE Bary POON 
SNemwee AQ LD . 
i : mW CX at ¥ Remy, ” FY ye Bt 

dX to ay Ne HEAD, vo ON ately 

Tidsasae vs Ce IE SN ee aw ‘ s 
Stead SEOATOY nyey Mods 
~ VMIAS Se syt Be Wweoy Naawd 
Xx SVYSlewlarios $2 Yorn. a ae 
eat searemetate ts AT AS sag 8 ef 
dd de be CAVIAR 5 LOS Lan y ‘ 

‘ Vive WAS at a Nt aE OM Bre 

vy in artan sins s BERR MEL way 

we Cem 2 OR Shas? ats ear . © ta 

Mrs Ge . We QO Ro Deyn ” adn 
ay his voule s Sas 
OT. *ALS rouls Rlow 9 a tPo@ Wa 
vy CoOMoyaty a NC Ons 
“ ‘ 4 YP 
cs to eare ™% Row Pyoos as See FO OSA DER Aye 
e HOW Lioke ope t he EVAR SO ONVEH 
$a SN 
erent caenany . SOLA OOCPBAAY co 
. y C ~: yd nn YY WY area 
Reh so ey - D ea) MASA ADE fos < wind a . t wea aS dKLS 
os - Ss AS 
woul sllisw the tea.. MA SAPWVLE at a ctyen 
s Vaal LECam OF ras aw ay YBa Sha 
~f Vawda 4 Bd. ny * 
oF sinker g . ra es SA OXRESN antec - 
toc M1) Vita ¥Yorious Lae Say 4 brs SMOSH LS oy tog 
~ me MAAN Nyse 3 > 
shoauie WA Rays By Mees SMe ENG itions Pri g Fry a 
Based. Ue Eee pyalpe we Vie cone ® y ® wan A mv OF 
se . ne ana Xe \ CAME FN e . 

a vy UOWOV es Romy twa +» . 
eink AA » S # \ ‘ 
er cargornte SopLexity ry ASnimst the dia. 

= yc Cee 

™ a s AF og at 

tne QWHLTS ~ stac © to an ao SPOR s 

. = SOME QTR LS thor SRS eam 8 

ye oes ety + tad a ® Say 

ompany Tight alsa be ellowed as S Smy SR Any 
oO: DSI, t SAVWOW AS Sueh hadiagn - . 

* a e 3 kh Op . Sea wae ARDS WAS WS 
sho first, secon’ or third (or ea = en 
a3 Rewey OY kyo st WY . \ 

: ted as S SN hs BWV AY ye vats 
th ench carnoration eS a a. Say. & SVN 
In Ssuca Vaves so see eeea wv hme ke J vrcy e J * ~ 

. = . 2 - wa ND N¥estrent af 

kan ms . ~ ~ ms 
ecrpornte fun’s Oat world mot allay rol of ? 
ory oe oh & QV AWA BA : 
| bien Et Kio waceets Sal of another oom 
an ‘ a 2 « 
NCrTRU DRS kk Gat GCAGCOCRL LON | cro rover} — oat Wind wel 
u 2 ‘ ede VSESTOLOBOL, 


S ays hh 3 4 bedae Kd es 
Oa & € ia i yey Ft NON PS SS vy 
ef eA SAR ED DOR DOTWOEOR & Poy 
= “ x S 
‘ok a = en 4m aor Piak a mle - o + » 
cont RNG 3D Ver Uls Q's 7 anothor garmarntian eax 
> sea mae NOW WV AER AS oa a A 
Sache: oh ess t . 5 3 . \ 
ans f aS . ’ . > Pe 
McPp~dsges AVOSO ibtes 2 th gg wes ANS 35 wes Ay vata Pays yeast 
c w. Aw ga VEN GEQE 2 fe Sawa 
| aye tangeans: amano + : ~ 
EWA Ane awah? — x + P 
; C - SVs vee Ie ©& awTrors > . yey 4 rte preva 
US .e ? * Rash VRS SQ CF SVE KROL WVsS 
gilt Eee | - _ R > 
ooteineds r SS HrAGHMSA AN GRR OSE Pag NAMer van tyr Sa 
} vv — ~_= iu sae’ See . Vw NS a YW AN Ne maw a Nw bh 
i oa Vn ee = ‘os P 
eee: Ss ee A nee PANT eA ,~ N~ AT AY RASS ens fan VY Awe | 
er a ‘ Ven Sawn 
vile oO 20, cen COMES CL Bs NST Ac® POLIO OAR CV RY, RAMAN 
aS : we * > 3 . 
ee 25+ yn ASKF QIN SS Sue RF RRS yediee tinged ay Aw BMA 
Mahe cede VE VUE Mente ke Ae TM DREN AVOCA STagit oN es Var ds 
. x vs 
~ er ee eee SOLS ANS SN eye 
Gry lew g outs wake & BH WORSE NSA Aes 
. : ~ » \) a * » » 
© epay meee aan on Aas west me eM Aness say 
Nee SWOPOSVISLON Park. COWVPOL Vea Cel Ve awe 
NPA ASRS. hay “*sy Sham Goyeercont or ant Seture Goseen ove 
~ Mv any ve 2 See iid WFO GS aes&shu ste Lady m MAN MAE A Bow ar saa gh 
oen-- a . sa by a yraaete aX aggots 
ernment. T+ veut sid tn areventin syeeratment of assets, 
* _ s . . x 
. ¢ “ts aad - 4) Nex mA sy fawa ehray aves 
Fabalel sats ler want iacsg fa) ¥ XT ‘ WOVE LOTS BAAS MM Ah 
ana sitmilsr oreeticss. wONnd OL %& : VQ CASAL . 
t 5 es x 
<2 > . es . . . Yass wat wake Tove \~x 
mitte s mAMwr rat tas ystehsy WU QR, TUNG wee Vo 
]=VUUCR 2h ULL ov ov ee Soe ee NV bee . ‘ 
> . 
‘ a tal eek <a i , Ze ure wrohtht ting 
4 <s KF se say veal ta Soh hot 2 SS . 
wee S . eS $a N O, Os Ol ee Ss “~~ 
: 
> ~ Ate a7 
ere pn eede eee ee ae ae eh “AAAMOMIBA WMOVUc#I 
VLaSCCSSIVE CORCOCRITKVLOR V2 CVn YN * 
. Ke~ <a 
; or RSA Wee yes, 
PEs x titer QS Naat ok aS 
w+. 


. © 


2 
+ O38 
smepnont nosh ei aw ty 


Tans 


Vontine 


pee = | 


VAL ase 


“ Sos pane rene ya a 
in acd “EO eC 2 ey tac APEC, wilti= 
€ tarts : sono. 3 
ommrenietions texon ss 
tely Q 


DECLASSIFIED 


ee authority VN 04 0: 


— 


or 
satin 
sicNne 

rola- 
vr of 


conmnit: 


7 
onrtcligation 
economic concontra- 


Ny) 


f the con 
ating in 


th will have to 


re) 
foree for 


Aw 3 
SMERCERE, 


nen 
al 
10 


née 
nt 
| 
fanily 


‘ 
, 
(7) 


C 

re 

ve 
eper 


r4ert Cf 


sere 


+ 
the 
s 

Ne 


nt, 


vs 


: 
) 


1 
e carefull 


rer 
as 
GCy 

ect, 
wh 


On Kn 
te CS, Pred ort 


by rfid 


ould 
ind 


ans ” “rf 


si 
oa 


Iilexes s} 


V1 
; 


Gi Ff Ga bi O 


ncial 


c 


ir 
ners, 


resul 
inp 
& 


w 
v 


4 
{ 


ot 


=> 
> 


cS 


orl 


4 


arent f 


hat the 


md Oo 
49 64 
—— 


rn 


WA OD ba, 


=F vie | bo | 


ne with 


+ 


p Saeko) 


4 


Cy OG) <b 44 ; 
fy we 0 4) fo 


oO pa 


Cetivcs . 
w. 


“&Ssure 
ve wey, 


obj 
to 


4 


+ 
uv 


Ons Fa 


s incconsist 
‘Stric 


42 () of 
4h 
w Oo 


4 mae 
tions of econ 


| 


a 
| 
— 
= 
DH 
< 
S 
a 
a 


id 


er 


Oe en 


A TR 


ao ce 


ally studied are 
5 wy e 1a 

os, Quanct, Hensche, 

sta” sary fonily Groups wh 

aconeee uae lich ] Sy in ne » Ary = 

an Farveny which wag pr Lohave = Odd t Lon peer Flick 


ci 
@ spe 


Wy, 
, Anc inn} . Por; iON, o”d Corn t Other 7K, 
| DLLs le Vices OM Lie SUCh ¢ 

a eNer hy i 
Y Othor Nenng 
Control by Banies and F 
inanctny Inst 
7 Sd Phy ¢ itutions 


4 utschen 4, = 
ge _ rhe 

Gest oo nduetrial Shien, Per sane ah the qetone-Kreait 
sgrectors act ae officers and direc ir Officers Ht a 
credit aheleabnod industrial and. Paes : 
ney also were related by 4 lag ™Mercial ent 
1 yeried social clubs And by oth 


*aptrols they exercised were both Activities, iy 
grshiP through cirectorshins a 
corporations = an’ indirect, through figtneeie® ° 

pone issues, Stock ExXChaNge operations pr. ron Of Stock and 
n oxtrenely eames conaitions, through "rps of credit 
and through social and fanily rey =e 


: 46ndly advicell 
: PM Nay: Ationships, Prow, vase 
nono tisn were avorite aevices * Ony voting 


nd offi 


and 


Roc omondat ion 
thet comion stock ownership ond votine a ae 

institutions De eliminated, interlocking tinaetersttins 4 : 
officerships between financial institutions and bieine and 
enterprises severely curtailed, investnent functions ia at 
oa from banising functions, end the extension of eua an 7 
the giving of acvicc on conditions tantanount to control of 
on onterprise be prohibited, : 


Discussion 

In Germany the practice of bank voting of common stock 
was the rule rather thon tho exception. The normal investor 
in Gornany deposited his stock with his banker who collected 
dividends and credited them to the owner's account and voted 
it in the majority cf cases. Proxies were freely given, for 
periods normally up to 15 months, Banks extended credit on 
conditions limiting the purposes for which the money could be 


> 


‘used tantamount (in many cases to running the company), or on 


condition that a member of the bank became a member of the 
board of directors of the debtor, or on condition that the | 
bank be allowec. to influence the voting of a certain anount 

of the coryorntion's stocls until the loan was ropnaid, Debdtors 
often found it aiffcult to ronove these "temporary" directors 
and influences. 


ctics of intcrlocking officcr- 
1. a , } Y s 
ships and directorships should bo prohibited whore on 
any fiduciary relationship between the Sonenese capa = ' 
: I , ar ficles 
where they sre competitors in the same or sinilar ; 


drone nea whose totel en 
where such intorlocking rolntes corpor ations wao 


At a very ninirum, the pra 


DECLASSIFIED 


I - 112 authority VN 905589 


, ee ane 


- canst CHEEK : Y Ge > hs tydy nN 

vy" aaah » ee ee Ay 
ae VHGA Blea day Vivi; a She Lrg 
3 a4 a ” ehay: ‘yy % v Uys trdy Qn, )s sy 4 torn 
go gders Wont ocdege, ee Moye PO or offing 
ALS to av relat ively Poy \ Sided, ny toy © Lure, had 
3 ’ . : \ 1) ) yy ‘ ey % ‘ 
1 inl eX, be wee YY e . ont Weg { MW Vn boda) abides 
ayy alls * Svan why yVoOnd yy Wy t) : rN be 
pre awcdhe: SR COMdpol ag ‘) DO Dns VN Ones 

t * The Nhove 


Mie og 
; Mayy 
grcevenert Wetnerns cA 8 


it s ‘ ry WV AQAA ACO) >| “UMN tye 

‘ pac the Poaponady OL), te ot. in “Nout 0, a into te None a of 
1 TOS i ed Beets ‘, r% a Ca of 
a gates OF Pagal ay Dare dy ANS og . at Pe bi nic 


we 4 ontas aT ay 
\ oe Ny XE ont) Liang 0 ia TON, % SNA 4 
COV ray an No hte 
Qs aay WOW \ w VO Quy: " A 
NNO gs, tion » an Lid vn 


. yor xs Y * 
‘ Ved OOOnary! G 


sates » 
\* ‘ 


3% NEON, Oe s vy as 
HOO he 2! we wis OO Ox “4 
i Menwantintet | My Os flo 
Amen . OO ( 


* Poet, 


voe ony dey P80 16 \ 
Fhonaans Of Gown Sonoda 
‘ “ntorprd neg 


ayeysy os} td) Op ep . F : 
HPOVAD OME RENTS! of Common ore GCloge)+: 


ea 3 
RIES < , eens ex Int Gee 
qerety policies tn cue orgonisntion pe sent COON of ftecrs, 
ats SaNOL - y -t c 
soditiones e Wliedos oy nother, TOOK LY tranernt ttod or 
: wta or apr Rrrare) w Deykay § : Oucerte; 1 
eS . : boas fac Alas Atad ny “Ction to om 


One OUR e@ 


C 
effects mr deo 
iy effects 3 Ay Se obtednee it the ingey’ Xie Lonos 


" : é : ) nbs erlang 8 n 
spol hid oye i at Y st my KE Yropeoyr tion bal Bh " NV ie bg sn . 6 
| ; H é : ett f Ley ne 4 
in the FX x NY = 4 OS on, Me inte Nig Le 9 ny i : . e 

\ N Unrelated ne slip 


10 arene OS And foe atta 

ines NOnogall ni Loedlay ‘tee Sakae) <, 

sta newor Into tho hones of . fow : 4 tlon of treme; 
‘ ~ © sos ev Je "AA aS . won v MUL tors 4 

ahh OS LER : rae Lo? Sana tiee to Some OXbeE nt Swel Wat Le Gormnn 

yo so rumor thet their MYOHLoOL gone “YO rarely t Lnttetions 

{ r FQ 


‘oO us 


. 

eee 
Nye YY an eon Be) 
ROC ORME he Uns 
pai 


AYyyt Sho sree bain terouec ty by 7 
SA LAE NPREo¢lee Ot ws sine Canny epee nn offfer 
x Ss \ \ “ 2 ‘ ta Wiae hs - rs 
sa mpohdvitec. or enrt lee he Le Q OLricers 
Oe DPMS Has : A : Y a On OM bo yO o tont NEO eS gry. to 
. : sey ya Pie @ he | y ys 
elininnte the soovesstatec sbuses: and specifically thet in 


. * wld Nyy AY 
s¢ Cnsa OL wa CVORMeNIES we 


: 
: Ye sapy Ay . q s 
rN A Ae Fou. to ba asia O 
n thedy Structure or mrnobiegs. thoty mneanaci, 8 
in their stru Ce PENr ess, thely wrinedns] officers and 


GAG 


mary - bel “ae Rugn * . ‘ a epi 
irectors bo roquira. to solos ¢ 


‘ 
Wye MN Y r ae : 

: ’ wee AO O20 oPPico or atreetorakin 
ee ae nT we wy wena? AAA Aannms 3 : 
yideh thoy wish to retain, snd relinguish all other mejor ovfie 

> ae a, Ie ‘ ao 
COS TUK Se woxrshisag, 


Jiscussion 


Fg catiyy 4, ra +4 » «8 — " 
LIRA, tho mreeticoe of interlocts ing offiloar- 
j 


fcctesshivs shoull be curtrtled $o orovent any in+ 
Lsthonshin de tweody 


Mes yore 
pe 30% 


terlocking where there is any Piduedary 3 

28 Cottonnios in question, vhoare the cormanies could ia oe 

way 0@ Consicered os compatitors in the ssae field or lino of 
romoree, OF where such interloclring relates corporations whose 
totel exmploynent oxcceds a certein sige, Tho uso of common 
‘ircetors ant officers line becone oxtronely witesprend in 
rneny, Throust the use of interlocking ‘rectors end officers 


enterprises can de brewgHt 
‘0 hear on n given subject. The subject may be prices, t 
te i be © P ne © C ‘Y H ; ta & Cc 
m *Titorinl sllotments, production quotes, A oe ere 
 tetel pPurr “<f£f these é-mbin7' SP oUpS TY hoa a ruven ea wor 
ea . . ’ Ma, 
AS the aritivistdesl total -£ the sincle prwer wf enah. ae 
eee Sayin “t is § = proventin! ec aman doy ‘“coisions fran 
wer Fe ee the .™ aoe ' a“ ¥ Aye ey ib) 
Stace yy mre du “Aged sacdote ot nat "Oi conterin” sveh 
. des: ge cata nor camec 


: 

rl 

a Dyvenye an! ‘ CAS ton 

“LCL at ame| in AY, Santa ar a Lo ret 15 . Prove: vod 7 a 
rae CNOA. Of reaped 


HS pinye 5 + i 5 , 
“© Combined weisht of several 


DECLASSIFIED 


Authority NN D403 584 


cay 


— 
nyrntos and officoy shi. ‘. 


sac ent ier ee ~ ¢  ndg - Stin- wil 
ye eke ocone Cec stone. which a of busty Ll ngs 


pod Wy tho tow. The clingy on NOM Aontea the 
nrteuly (NCe eNCant v tilo; sOnier 


ts 
“ur? ing mG PLOventine geo, will 
Ls 


‘ “id fone, hag wa a Oe “Cts 6 hy. 
Saree cone ontrat ton 6 ae eon ae a bs Lanitneee oe 
L agoiv' AS ort Goprys. é fone fut, . a net? Ws 
we AN) OC Ona. WATE Crypt hy 
Os AoA G 0 Pls ays 
is Woy, a 
Restomtion of Stoo. holGcugty 
~—+ eee eRe wei gs {- 
OT ans = 
“MC gan. . 
sen ER ABEL GH 3g 
prove eee 
pide 
Ean ‘y 4 
Aa rn result of laws An dcerces 
. ric os ae : PLor;: ree 
pire Roica, tC Corpornte, Cnthte wae Zs BWoenvted Salon +h. 
vnneer el borrdas » and Stockholaops WS Contitio: ie a tLe 


rol over _ 
sortant cont Cor pornte ACtivis 
i~ + import: ant anc offective 
ane of the Germon Corpor 


petienge esellschaftcn une, Komanneitecselt. 1937 (Geset 


Oly 2 Ueber 
g Arctic ongesetz 8 . This act Provided is thee auf Axtton 
errts 
8125. Establishing tho oe Ts, 
. an va) n 
Foststelluns GOs Jaknaccs Tie 1 Renort 
7 ee bonbechlusacs), 
q3 a j t)} 7 ws 5 
(1) Within three months Following the nran.s; 
year, the board of Civectorg EHALT mo Drececing figenl 
SS BL), L Mayet i os 
snect statement ano ths MPOFit nye a aie the balence 
accounting for tho veer) and poe ne i aCCount (fine 
« . Ame + a 
supervisory Conmittee, Mo mréicles of SAme to the 
may provide for not nore the ad five mie tion 
this may bo cone, 48 within which 


(2) The supervisory cor 


&S OnE nonth within 
ood ei cas 7 at win 
which to ox-nine the fianneial ‘eCounts presented p+ 
the bonrd of Zirectors. pi oe eee ee 


~ Cia) tes 4 ing 
TY ow oa oe s vabed s 

(3) welCLO ve SUpcrvisory commit rele Qnvroves the 
Pisa 2a% 7 ryiapicing J EA as, as - mn 

HOMO LL Sccounts ther are rer - 2&8 established 
nies ZAC aN pas etnn ns a 
provicec. that neither the booré. of Ciroctors nor the 
“yA OAT AA , smmivni® dg es % a 3 
superv. sory comnittoc submit the a counts to the 


concral Aeotinr, 


doco oconrondntion 


in 
roport, WT 
avicnaed to provises (s.) thet the finrl accounting of the boaré 
of Cirectors for coach fiscrl year must be suduitted to, ond 
mst be a 


pproved at the gonerrl meeting of tho stoc'cholderss 

b) that ench stocitholecr must have free access to the books 

"a. ledgers of tho corporntions (c) that csch stockholder 

mst be given the ri ight to prosecute mn action in the courts, 

On behalf of the corpvoration, and agninst the cirectors, off i- 
cers, manngers or other agents, whenever urnegerinl action is 
deine taken to the prejudice of the corporstion, through cither 
nisfeng sence, malf easance, or non-fenernce, This right of action 


c 


mi smel the declarstion 
should include the right to bring action to compel the decl 7 


DECLASSIFIED 


Authority NN D903 54 


IT- 14 


Pisses ere 


anes af : 


no GOIN Corporation Act o 
g1G 


xcept of the Puchror Princtere ty tie cee e “troduced 
“Gorman Corvorationg Dhe ss ae C 

vecholcers to the eo Oratio 
os power to contro] the ree 
erong$ honing the 


> Acacery of Gernon Lay charactoriens tho navtOFS acndnst 
slo shareholders who largely Lack the necos oe aut 
e position of businogg!. This Concontration 

yoara of Girectors, who we J op bias 


, 902 Sto ANA de 

sient oe cotomntee oneeres when coupiageaeee And Se dre indo 
. directorrtes which Sie Yeated ia Ge Sahat + IAZe of inter~ 

or he formation of . 


Fe heel hopolist 
Meerkat sae) Stic ¢ 
en rian recinontstion of @ 

nord 


ts & 
is 
2 


oMbinos, and the 
rman ine Custry, 

By restoring ultinnte Control of 
spgivianrd stockholders, ang Y Sivine to then 
: cxholcers' roprosentn etive aetiont G 
iene responsiva to Gemocrn 


the Sorvoration to the 


. the reneay of the 
ernman industry would ho 
tie form is of Control Since all - 


Lew and recall both: at 
the Courts, 


ace 


ak : eorinl acts would be sudjoct to ravi 
many 
Sv 


tnokholters! meetings, ana in 


Rosistretion of gS it 


cCurity Issucs 
naan neetity Issucs 


nticllisent resulation of a Securitics merket requiros 


5 ortain vasic facts 
sarc. to the: alan of issuing tho Stock and v@sic Unta re 


Gs oD tol structure of tho Corporation. The ostay} 
nc ier nape in cconony requires the cov 
And so curity market, Se of certain 
ee. basic cata Letor— 
pir ructure of Corporntions is vitally necessary 
nt purchrso of Stock by persons outside of tho 
orporation, Fomiviae « 
sz 
v 


Sovernnont of ¢ 


Knowlod 
to rll Stock issucs and, 


€ tne filing of the basic and essontial 
iS resaraings a ComPmorntion and its Contomplated stock issus 
alis in preventing fraudulent issuc fron being successful and 


elso aids in ouil? -ing public Confidonco in stock transactions ; 
ant dn stock exchan--cs ang in the making snell Savings avail- 

sole for investnent Along demoerntic lines, The purchase and 

s-le ef ec 


Corporate stock is Essential to ennrble small investors 
to own a pert of the procuctive frcilitices of ae econony, 
. r 
: & 


‘TC also igs a de vice whereby theo Ownership and Spons oe 
of menaging large anounts of capital ean be aivided Among 
lar 


ree sToup of people, thus eiding in placing the richt to: 

“Ake economic decisions into tho hands of many rether then a 
*&¥ persons, The Stock Cevice; of course, enn be used for oan 
Sentrotine the control of - lnrge amount of economic power ta 
me hends of » few people. However, the piecing on see let 
Core the ont: re Control snd frctunl situstion of n cornor pe 
"8 Well ag a Statement of its actunl functions ané lige Pi 

ic in preventing fraudulent practicos of mony kin e neste ot 
Stops Will also te of nid in the formtion of end the con nae 


DECLASSIFIED 


Authority MN D905 59 


I~ 115 


Si : an OOO: de co Woy 
ae gorvices, Boonre 


AQ) ® 


AO Vy ra) 

‘ a») vy She Wyy 

R yoo's8 of toehnals, ron te, de Pon 
teas 


4 \ hr ‘Ny \ ty. 
w * OYqQ] Pons, \ QO yy,, a : 
ry t x 2 4 : ¢ 
ie oe we Jus ataenta CLO ~“ Ohi. Bone, yy 


\ iy : 
. s) if 
h ada \ Loy ; s of) thio vat 
; MPR L oy " bik ‘va. 4 “pan 
Ya yy x \ fy) yy : JQ Pee wa be 
Wedd ne & erty ‘An Sing) ‘ hevly 4 POY “f 2 “COT NE , 
re ” cm) Cone Tha 


— 


eft ¢ ae t tho aly ove 


ss s\ j Peo ORAS Lon ‘pe 
Pe tigre sag Gane) ante OPA Hind 
peor Of PES - wy Tequired Une ‘ oes ia 
MN Lay 
1, A cotatled balange Shoot with 
, stat anont Yor the Latoss Fisc, TO Vt nine aa 
the two provioug yours SOA y 


YOny ne - ~ 
plus *, , ; haa ach of 
lying facts, 


SChacul ag 
eo As statenont ar bho ¢ 
ness before and 
torms of such 


Gn dt vj] 
ALLOY dss 
Sceuritios, 


Stole nC fund Od 
SLO Of the 


Incorte Can 
now 
ave, 


Securitiog, 


3 It shoule include 7 of mus R 
the resultent SONY WAL] bo ASed rnd in ah heli 
ae Severn] purposes, tin a ee vibes 

oxplanntion ag to enoh, 


Stn tan n : 


here 
Cov TOBA andl en 


! ee lsc NYS eX MK BV wos » 
he 44 SC genase Saoule gy wtVOn, Sabtin * forth So 
rics, oe SSS ANG other 


Sole- 
POM ata ae of officers 
tors PCCCiving nore then BR 25,000 por vosr, 


a Pe SR A AinR ce 

Ss wy comple Ve ACCOUNT i SON SO g Lnvolyod Ln he 
flontine of bie issue YO stated, 

f arta) Fal ~holta Tate Sa r “ . % oy oO yee 

0. if on stacls 18 to be tray nstorred at less than 
auriTos “orice, or bi 


Any person is to xy oeohre 9 
specinl Geal in a vance of puolic issue, such ine 
forrntion shoul’ be Cerefully strated and oxplnined, 


Opies of lL Gocumonts such sg nvticloy 


¢ of incor. 
sion soma J or 


MoPocnents dnelucdae uncerwettine 
eoVvecnonts, contreeats for Snecinl bonuses, cote, 
SHOULG de ful: y set out, 


Other requircerents sles of considerrhle chad iret De 
Mrentecinge of m stobdle and honest securl ty aoc, pe th at 
clude compelling: cornorntion officiele to file au ial on of 
holdin: a8 of stock dn their own corporntion over Regt rae 
= total snount of such stock issuod, or a nae hee The 
ons the 10 or le dergest stockholsinys of npc nde 
rordetnatdon Nicht rlso nen turning over rll prot 


ay} romp oft tediey in 
Ton the Selo of nny corpornto stock held by ny ¢ 


DECLASSIFIED 


Authority NN D49035¢9 


- 116 


~ 


~ 


a 


nt sd 
yg own COMPOTMtion, spo | 
Her ne meCa gt 
onesas® "Gls Wr 
S hor 


Phe solicitntion oft » 
ra} yules and : 
OL me I Uy Stock tinder iI Showy); 
KLQ SL hey 
yo . prox ANC» 1 Aan 
. [nw shoule include Xlog 0 Stoate wae 
c . 
anniv should ; ‘ive 0 2 a! 
roves ‘ a ee Contain oo Ane ony rock iy gould hot 
5 193 . rN, . er T . ~ © 
; potion ies rg nd foroi~ , Ttnrdn Se Minny n "coun 
entcrpri C wollen is other ©°VOrnnong ; \ P . 
mont So that ; T1809 ’ 
earner’ MA Leeistyn ~ Suffy P ghee ? Pond 
aye Securitics maturiyn. © fo) ef ‘ S2eur4 wer 
wr snd of tine, hon-prof ES 


av pO ok it : AN 
Per ficure such ag Re Nd Chr ‘2 9 Hon .  Unneces 
gone £4 file Ru 100,000, Tita} the 6 Neva 


fhe Pron’es oe Stonderdy, . Xerpteg 
i we aele < . 
rf rood importance whore an od eCVAlus 
0 Py the ronal 7 Att on t ; 
gration ilU ra worth of fe se) is 
; ry An i F 
sonsive war aanase sufforea 
orgonized ona which 9 for 
gircd to USO a standara 
t vnluc. Continued nmortin. 
“ obal ate kta m ¢ L 
nocxeé thorooy, To assist qi43,°7 OF war 1 
veo of the Gormn: Wlitars ¢ 
co © + PIAL CConorny, st ares ev . OVCrpnont 
hat the registration eke ALSO ho 
ho Snglish filing the eee +) 
G tL S03 
hots ROW USCC Should be g¢ t1iCinl ¢g 
pulé de mocificd ane furtne 


1 
i 3 af tr oten) , vt > . 
tcc svrstvcil voule 22CIU1 tet 


it Gorman 


8 Urve il. 
: of value to in 
% In ‘Eni “i 
Sosa ah Hélish ang 
— Accountin- 
tine whoth h 
= wacthor they 
. C1 0 standapy 


"y 


+ fa) 
Svandare 


wv mia O° Doth fi 
suporvision., ¥ Gorman ana “ilitary ¢ 
ary Govern. 


wh 


Tie nbove sugricsted Tequircnonte, 2 

complox nnd one initiated wouls poaas amas fee eelaaly 

its accounting practice go that oll a : ? oo starnice 

pe availnole autometicnally nt nny Stink pe es oo 

creat burcen woule thus do placee oH A Séhoume Cena 
1A Concern, 


[ep] 
oO 


Bearer curitices 


Problen 


ernony ior to ti : : 
Rea atar ok eee ao ecm oe 
are ny “Cntes Geeree, such shares are not 
ROgLSUBP Es: oi the mane of Oeny person or persons rnd-can de 
freely passed from holder to holder. Each holder is prim 
facie the owner of the sccurity end thorefore hes full right 
voting the stock during the tine of holding such securities. 
resent in Germany » second mediun of exchange 
s te money. They have been usec and are 
vice for concenling the actunl ownership of 
es Doeenuse only nt ocensionnl stockholders 


ot 
o 
baa) 


I 


in effect ” sub 
being usec as a 
cConomic onternri 
neetingSdocs it >decome nocessnry to reveal nny ovidence of the 

Such revelntion is rarely accurate 


Bearer shnres roy 
¢ 


amership of the cntcrprisc. 
oF Gonclusive. . 


evicconee of concentrations of 


investigntion to uncover i metice, creeord ® 
Control is hermored beccuse of the Inch of eon See ene 
ee eS ‘ oat rhieh micht ordinorily serve as 
“COres of Civieenc pre rients, Wied J i cada war RD fact thnt 
cvicence of pencficinl ownership, are obseurce by & nut pron 
-ivizonds are peic into . common pool nt a pany wit.1o a 


DECLASSIFIED 


Authority WN D105 IE 


l= AY 


Bocnuse berrver 


Shryg 
gown ol depository, ty, Bie 88 99 
8 porely holders o¢ 


Donner thy 
ots ng YOURS Control rayon vn eo? ra of qed 
oF nore entorpriscs in Gory a 
eo 


\ Org 
¢ ~ 8x6 
rf t 6 ty XOp. 
sonendotion . Jor 
Se 
; is reconnondeg 
aia nha We ‘ thar thie ro 
yonid Ou \ hy, ‘ ral S8ug n 3; 
ye F de ontorprises 00 @ eee kins =" Ubo , 
Poe a0 ‘ C YO; 
gare both she lee eal mae b Ttog nt ied Q MO g) Shin p 
eho swat ' “Nefic 1 i himca of Gon On 
: : Whopers oS Oey TA 
' St ‘) Tithe, 
ppsousseoh 
Corrying out thio M20VO Ory 
fan yr ~“ . ITA \, ’ 
sai the actu i — del CConors 5 at Lon Way ) 
4 ral be ALG Own, = ES ‘ \ 
ar the contre ie) Such SMtoroys a. Wore aoe AOL ay be 
sO starr Govorntonts + ho Ses LEY ape ce > Disco 
hitery BO eT ahity jaar! 2oVony Sone LULL ate 
* 0 Ge pre oconoryy So that 5 ioe OUT OMe 6 of Gor nny a v 
ene n cen take pl: CO, one 3) Heel, Lsont abet al ve Lous unt 
yatad > one power 4 ~_ ND TAG, dan Soe Onl At Litg 
sion OF ae io * in Gornany. ee PONSing he et tle 
:. onabise ve) Ceteor: pailearer with Whom thee ey scund ste onc onty, 
ov = 1G NF mee . OWN oy « 

: cononic ontorm s ‘ Y PLO nag, TS 1 
snip or 5 v ‘L Ls ee mings Will, 3 ra al A S806 Ant og in 1 he 
f minority stockholidors Coup 4¢ ct mAGOd dy ode he mets 
0 q 5 7S | a . IPT 

c Long run evened 18 thoin a tin 
vill in tne 7 . os required 9 exor eta ostyp tc gea n 
AEonon a Bilin sick w HBO Yop, 5 
an fue ‘nt coe 12 ntorpry go Wiic} fen © Lesp, sibility 
ne cnso herctofore, mY OWN thay Las boon 


Proxy oe 
=f0xy Vot ing 


Probler 


the epathy of smell Stockhy 


245. ; pies lderg: touerds the voting of 
stat GAR BOER Wary pronoumeed in Gornany ana Provably is gen 
poss ble of coz wolete solution, The POwors of tho Torstond ae 
the Aufsichtsrat have  Yecn oxpended by Law. Vis-n=vig the stocls. 
holder, another cause for such stockhoia Of an 

ing, that there is no uso 

est is g 


voting es the : 
$ SO onsily controlloa by a 


eprthy is feel. 
the nanngenent of +4) 


nie hid stots 


Inter. 
tic fov ockholécrs and 
wiO entorprisc » Tha empathy. ie ALSo cousad 
in some oT rece bocnuse tho sr AL showchol® or 
re Cay 
LO. 2OLPD 


iin ority crouns 
road becn given out 


: 
Re 
VES. 


for the rens 


inds it iffioult 
by other 


son thet proxios heve nl. 


stociznolcors for Long yertods of 


Ti. os 7 
40 QS 


, Vn 
yeen estinnted that as hich ns 10 por cont of 
shores of tho snjor in¢ustriel end cormercicl cnterpr ises in 
Germany ave been dcynositod 
to vote 4) 


with banks in Berlin, Tho right 


sitca usually clso hes boon roline 

a : . py 4 Shore! yey Vy ey oO 

vy the owners of such shares to such benits who heve 
GS x 

entrelized their security 2 “mosits, 


This practice of dcposit- 
ij ‘eo lends of a fow ree 
ing s! 22TCs in yaintcs has sonmontrated into the arnds of 
G Meates Ne wm oT 
lated varks An en 


or the ontire Oe ryan 
mmorvious mrmount of control ov: 
CConony, 


who sharcs so dopo 
qished 7 S$ 


Authority 


I. ~ 116 


ar 


Recozmendnation 
a a 


; That proxy erants by owners of sccuritiss 
pn relatively short perio of bine, possibly not Lonec, 
a single neeting or » Group of Closoly eee oneer thon 
the power of Dnaniks to Voto stnclg ih lending noctings, thot 
hae eiaies ah oh reauirea thnt proxy forng do wibete eae 
eam eat: Stock tradors and ‘rokers Suorld gat — 
ec to solicit vroxics of OF vote stocr beta Hs See "Llow= 

a ee AOS . 


be Linttea to 


Shi gt ‘= Car 2 
ty vant stockholéers will vo ROTC Completely inforned ag 
2 : aia RY , : Pg ~e 4 tA ot, 
vo the purnoses to which their yroxios wil} be nut, 46 is re 
mmonc 3 + asi “ ’ eens a 
commencca, also, thet the proxy forn contnin vn statecnont of the 
wostions + ROA teatpnA mn ne Forties # wVMtOl yi 
qhoesvrons ¥O be voted, Bho monacoriont Should, therefore, ve 


charge with the prcparstion end Circulntion of - Cormmlcte 
agenan, 


7” she avove reconmendation Goes not solve the problern of 

oo. Rerponuan ink Manogement, hor is it intonded to Go so. 

b +8 Girectoa, However, at maline it heccssory for stockhold~ 
ers to grant their proxy powers nore often and thus comel then 
at least tc reconsider the matter at certnin frequent intervals. 
It would -lso prevent proxics fron being siven for a, long period 
ef time, which tends to precluce the giver fron being able to 
Change the prent of his proxy power st will, This reconnen- 
@stion will thus sid in increasing the flexibility of, and meke 
it easier for a shsrcholder to exercise the authority which is 
his by virtue of ownership of securities. It will also aid in 
making man-cgenent more responsive to shareholders and thus nia 
in the climination and prevention of the maintenance of excessive 
concentrntions of eccnomic power. 


Probdler 
Be VO 


é ed jj ; © verry 
The coonerntive movencent Ceveloped in Gornany at x very 
: the basic principles usec in the for- 
in the rest of the world were mlso copt- 
: 4 ~ r hy pF no 
the Germnn coopcrative roveriont, During 
yore in power, however, the 
stont.- In fact, 


exrly period, Nerny of 
nition of cooperatives 
ch at an carly ente by 
tic period of tinc thet the rea major e 
German cooperntive law was oltcrec ws ot mocisioc, sone 
many of the basic principles were clenacense sponge Bee ae an ane 
ELT), ° 110 Ou b ai i midi aa $ > nothod o orocani= 
of then beyond recognition. The sean ipaiginalc ws Rte. see 
zati roporly limited, can be used as A Coroer, ie an, 
tion, propo * Tennis t ensily obtained dy the use of tho cor~ 

“ 5. ‘ fne on ep al ore Sara ° A ” Sm ehh 
el ahdaccaanetins eS or other orgnnigationel aevicc, Coovera= 
poration, partnership | a bo nbused nn’. cooperatives can 
tive principles enn, of course, » tives Dut actually as moans 
uw ae i Asteue foly ns coonerer vives ; “ad Chored 
eae gee ee Tf basic princiolos are sees 

9 concenl eartel pro , $n Porg np PiekLe anc 
sali . ormtive metnod offers mn efficicn 
to, however, the cooper" sritee form of joint section, 
Justifinble nonns for a linitec oe 


DECLASSIFIED 


I~ ug rari VN 0905 59 


ee ——a re _— nat 


Accormiendations 
that cooperatives bo Wthorized 
wally LOE Bia b ‘ Viged, 


wat that their netivé ti 
be strictly linited by tho Tollowin,: 


principl os 


a) riorwership ta be Voluntorsy ong open to ll who wish 
to join, without distinction sf race ry erced (noli~ 
tical rnée relisous hautrality to bo mneintrinod); 

db) ndmission to membership ond to officinl position in », 
Cooperstive or cooporntive nssociation to ho governed 


by the Lew for Liveration fron National Socirlisn and 
Niliterisn of 5 trek 1946: 


¢) tho Controllins eninistretive elononts of the Conner 
tive to be cleetod in Ac“ordance with Aonocratic orin- 
Cinvlecss 


£ 


a) in ll voting ernch member of X Cooperntive to have one 
vote ond not more than ona votes 

ec) earnings to be Gist 
to their pertictyrt 


tives: »-na 


ibuted anone members in proportion 
On in the businoss of the coopers 


f) raves of interest On voluntary investnonts of members, 
~ OS Cistinct from ro 


ontes on purchases, to ve Linited. 


operntives mary “wives or produccr 
8. They may “1so0 represent Combinntions or 

of these, Consunor Cooperstives are usuclly 

renty closcly related froup to purchase 
or v9 purchnse particular ites, 


ore nizcd to ennble the members to take 


YC Consuner Coonore 


variations 
orgnizea to enrsle 

in large quantitics, 
Producer Cooperstives are 


ev 


also 


Joint nection, This Int- 
ter type of cooperntive, however , “Wy very woll attempt to nono- 
polize » civen incustry or to discrininate among Consuncrs in 
Cortrin ways or cnongo 


in other practice 
Sistont with a Gceonrtcligntion progran, 
practices ere subject to the gn 
that are applicd to other e 
to the strtea principles, t¢ 
be Justifioa, 


S which would be incon 
If, however, Cooperntive 
No stondards of Yusiness conduct 


conoric enterprises and they live up 


heir organization and functioning can 


free Associntions rnd Chambers of Connerce 


et a remem, 


Problon 
Saracens: 


"Ssocintions and chanbors or 
Conn widely usc¢ nerheps in Garneany than 


in NY othor Country ms -~ nean of contraligad control, 


During 
the Mr 


221 yorice they were perticularly stressed, veocano pn 
Prt of the Cevernnentsl central aochinery, ane vero roliod 
on to police anc omerciso solute contrel ovor nearly cvory 
important nerket in Gcoraany. EBvyon veforo the Nnzis, Howovor, 
trade “SS0Cintions nnd chonberg of cororee oxoreigod tronon- 


DECLASSIFIED 


Authority MN D903 xp 


nS nia AAA AB ot ARIE! OS 


ovor nll phsses of tho German ceonony, ospecinl~ 
distribution nn sole, 


us jaf lucas 


iz 
Tred associntions in Germany sro normolly Lirdtec he fn 
al field while chonbers of conmerce norrnnlly 
Y + ee 
hus com 


“Le gncustri : ; : 

ne locnl incustrinl units in sevorel ficlds. o 
tienl ene horizont.l intogration of on econory cnn 
e associstions nnd chomers of 
Trnde nssocintions 


sinc 
combs 
plete eso sy the use of trn 
ne one nnd WAS so achieved in Gerrrny. 
ene yoenile completely monopolistic org nisntions con— 
ae ine in an overwholnin.; nunber of cnsos, 100 ver cent of 
ite incustry from which they wore organized, Trace nesocintions 
fixed prices, colinbornted on senerel business rulcs, ore ‘ 
‘ nev investment, clininnted whet they Cefincd to ve unfrir 
ing of certnin information 


A 
vb 


hi- 


pitec A 
- otition", compelled the furnish 
OFT , eer] 4 a ce yor 
43 yer, such ns pricing and cost dete, orgenized exe 


py ench men ° : . : : : 
elusive anc cormulsory arbitrntion procecures ane spnointed 
thoroof, and otherwise rostrictod nn@ controllce 


the members : aes 
tho nction of she members through whit smountec to 1. privately 


onernt ac. coverniont. 
Charbers of commerce orough 
nombers to compel then 


cat 


vf 
intcrorctation of "Pair grat 


various pressurcs to Dear 
se 7 ! 
v 


cro ch ct 
oO 
oH 


thoy nected as n Co- 


own i 

oréinnting aecdium between members of tho various trode asso- 

cintions enc. incroasec voth their own ond the power of the 
This was varticulnrly true of nretional 


trace associations. i 
chambers and associntions, Chem 
have becn Gclegatea the power to alloceto senree mater 
which gave thom, ef course, the power of life or conth o 
articipsnt ontcrpriscs, Ghanmbers of commerca exerted in- 
flucnce on local and national logislation in such a way as 

to support the restrictive practices and preserve the st-tus 
quo of the various chambers of commerce and trade nssocintions. 
crec had a erent influence in the social 

t power in the direction 


ers of cozriorce in Gormany 
jals 


ver 


local chambers of corms 
life of the locnlity nnd excrted eren 
of complete confornity to their standards, 


Recornendntion 


That the renbership of ony chamber of commerce or trate 
ie wala be limited te 9 singlo Lend, that thoy be prohi- 
hike beet functions or responsibilitics, 
tate on hel a rete ates aay Unene OF anche cide in’ 
sy cee mak teed replaces agieasi procedures or acting in 
lining. Peal Mish dala compel n monber to comply with rogu- 

consistcnt with decartelization principles, 


MAA 

aren G nr fonts 4 as ” 

wr ™-C nssocintions ond cherbers of corrierce should not 
Lo3 


De pe oa 
ae Pnitted to nlnce Giscrininstory restrictions on nombor~ 
“2P. Thos Should not ve allowadc ) eErer : nah ie 
er of & hot we allowec to exercise any suthority 
Whine over or to pnarticipnte in cistrivbution, srles : 
Ghetiae se Ley : srlos, 
Uomnetn ent allocs.tion of orders, natorisls or Tuecls 
Cs ra ei z ’ 
tho fie fo) musincss, setting of production quotes, ote, in 
, ye or ficlds in which they opernte or in any other 
Sunoe) sheY Shobld not encrce in? . 
“Unction os oe nov ongege in vusincss, onc. their prizywry 
Be edaa ye to net in an nevisory enpnrcity Yoth to 
a conc and to any other orgnniantion which Geosires 
J Bi Q 9) ac ; — 
it from such ncvice, Chrnbers of Commerce pnd 


a 
4 


oo The 


DECLASSIFIED 


ee ie Authority NN DY OS a4 


trace nssocintions Should bo r i 
Lews end vrincinlos of oper 


to rnke public thoir Vy~ 
sion noi be ihn ov 


"Speeds hon Close Supervi~ 
and "tions for 


‘neuro. kat they do not 


aan oe abuse their bosition dn the Gorman CConory, 


Arbitration 
ore tL 
Problen 
' 
Gorman entorprisaos, trade "Ssocintions oma chemborg of 
ag ral rr sa a 
Core" Ccree aev cloned tO ‘oy Vvory hi- at ner ‘ree in Gormnny the » DEROeiee 
Foye 
Os 


using Compulsory ang cXclusive orbitration ProccCures for the, 
private acjustront of Conflicts of old. 3 kings, Arbitrertion procc~ 


curcs worc used to SCcttla Cisnutos rolsat no to such natters aes} 

quotas, prices anc cllocation of ray xntorials, Often ncec cpinrnce 

of tac arditention PPOVision was Ane ates deters On acmittenec 
at e Ne eATa mre - 

to an | Rasociation or Chaiber of Commerce, ang We proviaed for 

in a large number of § tandarg Contract fore 


“Ss. Theso arbitration 
PROCS Eros efton, and Prova aly Usunily, corpolleé the portics 
to the rercenent to erditrete uncor privetcls ogta li shea rulos 
anc oxclucoé “ppenl from such 


“~® DPOCACdIn~=s to re CVlerly constin 
tuted jucicinl courts, Ofton the third Morpoer of an arditration 
doarc would dc picked by the presicont of a loon wl chamber of 


comierec oF some other Sroanizniion which woule de primarily 
intcrestca in: Mointrinine the st-tus G29 enc prevents 2ng any corn 
petitive initiative Doing SQOwWn on the part of an incivigunl, 

The torns of the arditrntion Proceccings could and in a vory 
subdstrry scab number of cages did favor the “68st powerful party 

to the + orcenent 


Recommendation 
Se Ecation 


Th-t the practice. of using Compulsory arbitration pr 
Cures ts the exclusion of nornel r edies pt Lay %e prohit 


OC e~ 
7 
5 


ran 
oO 


oer 
ted 


wle of oe is a valid one when not uscd 
to oxcess, Cn the other hend one of tho Basic clenents that 
"eccrn socicty has cadet for protection of tho incivicunl £5 
nae Cie tary, To precluce an incividuel fron 


i “OD W 
trkine his Cisputes to such an in’.cpontently estrolished and 
inCependently acting body is to lace hin in a noor Sorsednin c 
position vis-nvis those who crtorce this requirenont, As 
Socicty crows more ane nore co-plox, it becomes incre Cosenly 
oe to insist that tho procecures whgrcby an intivicunl 
ch protect hirseclf fron tho possldle arbitrary action of his 
t 


u 
- . Lacey y ae Pa) Ney 
Fellow Mon must not be grkcn fron hin, ang thet ho sh wl not de 
SLlowee to Contract thon away, 


Arbitration is only dustifinble if it is shen ne. bits had 
* Voluntary basis on the part of the parti — ping Bi oes 
ing ke crvltre Aion ‘sreus dies for long period ls of cane enn in 
Tesncet to - coz “pL cte range of subject PON GE SS in emer to 
Gain yx nenbershtp in on organizntion or in oneey Va oben in 
Contr ract for the supply of moeterinils, circunscribes an indivi. 


DECLASSIFIED 


Authority VN N9035% 


—— 


dunl's freecon to net to sn oxtont that {t ean boceno n 

woanon in the hends of the Controlling eveune which 4s in 

n position to roquire such necoptance, If, ns n nnttor 

of Inw, it is not possibile to cormol an Ledeen nd ts ealkee 
into such screenents, then the ontorin- into such nyrroorient& 
cnmot bo insieter upon xs n gondition for nerooine to the 
principal contract or arrengonont.  Gornan »rnctico has been 
Se ke respoct thet specinl considerntion should 
be diver ta abeltahing innodiately compulsory nrhitrntion 
practices. i 5 


Allocntions 


eee made 


The flow of materials throuch na economy hos often been 
comarca to the flow of blood through » livins person, There ts 
De that the enslovy is accurate in weny rosvnects. The 


no Cow 

evility to control the flow of materinls in an cconoric systor 
gives to tho person or orgenization Having such control the 
power of life or death over -ny concern wependent on the flow 


of such motorinls ond also onormous control over tho markot 


pince itself. The power of Allocsting scnrce mitcrinis, if 
pincca in the wrong hends, enn croante nonopolies, put indo~ 
pencent firms out of business, provent the investnont of. 

new Money, mnt crystrlize the flow of miterinls into fixed 

anc arbitrary channels, On the other hend the proper and in- 
tellisent operntion of an allocation system could nid the Geran 
econeny to convert to a healthy ond balenced econony, could 
result in emphosis on the production of essentinl corm-oGities 
rether then luxury goods, could insure cistribution of svril- 
mble mrtorinls to - greater number of pooole and with srenter 


equity, nd sd on, 


Recormondst ion 


‘ 


That alloc\tion stondards de proscribed which would 


ay 

VY 
ute npncenl vrocedurcs to persons Ciscriminated aeninst by 
uch rlloention procedure, (c) insure thot complete records 


arc mode nvnileble both for purpose of sovernnont suncrvision 


onc for the usc of an incividurl who cosires to use such ro- 

Corcs for his sm ~rotoction, and (2) contnin an early tarni- 

motioniante, 1,0, 2s soon ns tho item in auestion ts reason- 
MIiCAte, 1.6.1 nk 1 


Discussion 
peer nomens etme 

Alloc-tion mersures should do used so far as possible 
only ino positive scnsc to achicve cort-in objectives, such 
“S Drond Cistribution of procuction cquitshle Civision of 
sCarce itens, encourscenent of inccpensonce of action on the 
port of snall and rediumesizecd cntcrpriscs, and nrovention 
of itonopolics sand restrictive precticos which richt otherwise 
eérow out of the condition of scarcity. Allocation nenrsures 

> a aie en . ‘ ’ = 

and procedures shcvul not be used to culce inn Gobnddad | 
foshion the method of production or exact other conditions 
Rot pertinont to on allocotion procran ond should not pernit 


DECLASSIFIED 


Authority WN 903.5% 


I - 123 


ae 


Ra anak 


the tying up of ray It orda 
nizes thet combines And 
of raw intorinls, An 5. 
guide tae nlloention of 


Shoule yo Closr1ly POCOs a 
aN hey, SNLefal Controle 
chen, 

— 


thon t) GN L389 ho used to 

: Hep wor, LOU ly SUC hp, UL go should 
never Do the Pande sontny PUIMOgg for ny "Moention epee 
Alloc-tion quotas S29ULE not yy AV ALAN ¢ for @njo Sotwoon” 

: A ~ yy 4 . he b (D2 LF ICS ICQ 

vusinessnon Sua “8, for Nstnnec often Le thy Crs0 ae fren 
hisc or - pntens OF Sone ofr iin on ee OE on, 
en - 12 other PPivil ose Pnbod yar ny 
“icnt. 


COVCr i 


ae 
cadet ato! TNC VY G fen 1 
Goren ROUstpiar 


“ S 2 Dave COveloned in 
& aAjor war the Practice of 28dne unifor,- 


: ; ra ree, and DASing 
Ons. A WEE OPT! 67 Senay 2 Syston is 
YSU the garg rice 


onc in which a1 
no moter whore 
procuction, A DASing not 
producors “ETCO to ana 
usunrl ls Citics, fron which transportation Costs arg ndéed t 
SAGER the ans BOE pulce. Tht is, the CORSUNOr Will te 
cunreed only tie brensvortation COSt from the neere 

point, 3°.sing~point ng MEE ottmtel tenga ~ricin- 
senerrlly usoa for basic Con ; c 
vasine point n, 


ray m -, + r 

¥ Ors +9CNtCe dn to the Source of 
nt Pricin- Syston ds One in which t 

fn VT Sy a 5 

“9 SClect a linttoe Ur of points, 


the 


st basing. 
Systors are 
Thig Concention of 

Tat vricing SYStoms Age not 

Y 7S epencently Cistrioutin~ his 
usliy "oyolicd t9_ conecrted ACtinn DY. tuo 
incividuny Drecucer enn USC RY syater 
end it Simply becomos his own Syston, Where such 
" System dis ImpsseA ys; ~ Povernnrent for Durportedly Sone 


“Ocities, 
md. iniforr_coi4y. 

eoply to py intivia 
Own nrocucte Dut is us 
or more procucers, An 


ho ceiroes 


T ¥ “ee JOneficial 
ressons, i¢ represcnts AS dost 8, subsicy to "-Nwticular Crew 
of Consuncrs ane is lways SUIJeet to the mn ugss strtod below, 
If such SUISidiogs are acened Cssontial they Should 6 Dée 
effoctive oY direct Ssronts on Other 2nofits to the fnvorog 
SYouy in ducstion. 


Mo . iy tts 2 3 ~ . s + KS nie Ra ike De 
*O prohisit Mh rickro tklesrd tho USine of andlor=-Celivereg 
Ana : ‘ J é es Sper Rae 
ane basing-noint Pricing Sistons in Gornany ‘D3 romirin: 
, 87stom to 4 “GOptee in which vrices are quotes fla.y, 
a faante ot = : nl s wee 9, o > : 
ANCtory, gy Seturl moint og Shipncns by tho seller, 
Discusstsn 
ing Ole Celiverca rnd basine-poing pricing aystens OMOT 
Other tis. ; 


C thines foster ionopoly, restrain trace, Clinineto COLM On 
Yitton | Concer] tronsportation CO8tS, Dlnce orica Control into 
the hands of oriyate CPOUpS and provont purchnsors fron nnlet ne 
Price COmpari gong, hey rre in thonselveg “onovolistic Str o6 
Sents nna Are uscd by Cartcls, trusts and Synlile-tos ag nits in 
the furtherance of the Conination “nl control of HAP ot 


Tho Wting of nv unifor--delivered or onsings polht price 
For * Procuct Ciserininetes ™ inst purchnsers who are loented 
herp he Contcr of production, Although differences in costs 
“S8sportation and henéling exist, » purchnsor 1,000 Neca 
Wry from tiie Lnctory TAY Dy no nore than « ourchoser living 


DECLASSIF 1g, 


Authority VN 2403.% 


—_ saad 
aati 
pu eee2 


one ritle Awny from ; 
stecl, Cortain ngs 


A019 at Any fortis. 
ag © CONVeniont Nonng aa Folie 1COn tClooted 42°F ond 
Fatma Contane fo" POEM pial Hts lang Pola, 
Coshanatac Centorg to Ceosty tion LPot ht Che reg Pron 47 
of tnese COMOCL tLog ny 4 mnde qn Prret4 0, hLsisone Ceo 
of nrocuction, Dut Pricogg Are Taree Any aXe) MTophteny : xa 
ono of he es Solectog ara) otis COR of Loon 45? it 
notion sive 7" &C0Grrphic , Mio Crone eenepcing, Lscr4:-4_ 
WHE FHS MOSS ENS Bisons inntion * Os Wh fret ont OSt nor 
noar the actual Polnt or Produetio. RES ho Consunoy loentca 
sunied that theo PLocucar rly ahs! “ it TH10 bo . ce 
it must deo ASsunied that ho will ie To 


chrrge it to his Consunor, 
soqucntly purchonson, Rss 
pennlizes in the price ¢ 


: “CY pay ¢ 1G ce : 

costs in SLippins tio S00dg A gs ss Cttont of th; 
: rae tad 7 

to nmerkcts moro dist sm 


vut the sarc Gisteneg fron tho 
point ve 
Uncer the unifornfeliveraa ANS, Wier 
schecules the trsic SCheduls pig. Stacepos 
usurlly set hich SRORER bo cover th 
less effociont procucer, Whore suffuc . 
inn industry t¢, Cstrblish , eet 
int and Cqunlization OF f. 
usurlly alg, Ssulfictorns to 
fixing. Those Nethodc 
profits to the Tore of 
nnd quvlity sna 
enr~dled to 
ins fron « 


or from a 


nllow UNPCASane SL 


fa 
Py 
=! 
40 

bee 

2 

roe 

ae 


Me. Price Compe 


n © Cost of Yoductj 


quality, rather 
P°ss rlom: to the Consumer at least a 


in cogt 


wT _ an : 

“rom the Doan of 
or Wsins yoink 
my ier ; 7 4 i = 
wHY CONSOHOY 46 Od 
“CONS of tronsnoy 


C ee 
ae * USUI 
1 


View of tho Consuror, 
aPC sudjoet to Meets 
vO Donofst SCOT eny avet 

Cven if he lives nosy t 


ce 4 semnaenihe fat : mat at 
“O Wich the AcOriel 4, WELLADLO 


un 


a 


18 Ol vrensvortetions 16 C008 not now 
tran hovlodne Of the nctuay Cost of brocuction or ¢ 
tion os the PYocucts he 28 prevented + fOr sclectin= 
O2 the bags g of price: ne. usunlly rltsrnstive 
PCCn prices by nm ; 


Whit c 


the Ycsurption of Germen forcien tre 
Stop in the reconstruction of 9 nerce 
Wy At wi.) vO ; 
d “Nn control such trece for 9 aia 
° Toordont every phose of it ns ed ae 
Pini Bd ares purposes, For ceendes Gerrnn f 
1 * WS beon rerked 
Testrnints, 


i « 125 


Such CoOnOrn 


eee no 
Y Dich ANG rior 


than deine 
prt of ay 


rE CORONt 86 thing thoy ere unnye 


“> OY the 
ration is 


PES 


doncfites result. 
“istribation 
Colisod to 
¥ such recucti 


> Drico 
Production 
Cle Ctod Mrs 4 sin,-~ 


iformcolivercs 


Zone odjoctions, 
lndle alter 


4 a y 
Ne Iactory, 


Nive 


or 


A | % 2 
» GNG ans hig 


ane Cannot oben 


TSNnSDOTtAS 


Sunpliors 


Drocucts have 


S1oLe ta hi: 


“ce ig on 
ful Gornen 


tine ta cane 
eful rether 
oreden trode 


S ~ ft ohne 1 CEUvrre 
oriv te 5 9] overn t Y st r 
1] { \ |e 67 “VO ne l Neg to fir thor Ox Nag Anal 
' 9 ad de ! eG , L 


DECLASSIFIED 


fon cuthorities 
necessery for tho oecun tion euthoritic 


on 


Authority MN 2903 544 


sgsion in the eccononic field, in tinos of ponce ng well ns 
agere qrriffs were Losin to stronsthon nemiculturnl and ine 
we trink sclf-sufficioney, bilatoral trade a -recnents providod 
rs for t2c ccon 1oriic monetration of othor countrica, crrtol. 
ao nonts with forelen firms restrictod tho voLurio of forcirn 
Kade cud the procuction potontinl of Gor moany's future onornics, 
ae arnctices reached their culnid ation unéer tho fad rocine 
foreign trace eporntions end contrsls necane an intorral 
f Gormay's war effort, 


waen 


wart 0 


a 


gocomendntion 
gocommendn tion 


allowed only wita.cuo rorara to Sccurity cons sidcrations, and 

on n free and non-cis sor ndnatory basis in eccor¢: neo with the 
srinciples ini¢ cown in the proposed chay ter for nn Internation 
al Trade Orcenizntion; that cxistines trace Acreencnts, tren— 
nnd tariff schecules be roviscd to aolote all exploita- 


Shit resumption of Gernan forcien tragg operstions do 


tics r wxXir 
tive fontures anc to sive mxirum Cneosureenent to the aevelop- 
ate of free and ron =—Ais sc rindi notory trode; ang that participa . 


tion in internaticnel cartels by any person cr enterpriso in 
Gernany De prohibited, 


The conduct -f German foreign trace mast for . long period 
a" 


be subject to control by the cecupyings forces to insure ear 
plete German pinging ome, bvsic rooriontstion nf dercen 
forcigm trace oractices, It-will be prrticuls»rly imoortnnt to 


orevent re eeadisoh Gem ef restrictive prsctices betweon Gorman 

n ien cortels, nor must Ge crneny be allowed to play off 
wllics mcrinst rnotho OF Tieans of ciserininato ory 

Aen Gornany does return to 

i st of the world, the 

ed for inteorn-tions1 con ercial kas al dtitons 


stanteris » 

conteincd in the chartor of the oo hrcigen Orcani- 

244 of t vod Nations should be + nconted to suide future 

$ C Cetin cae Thies a we ce have 
nictoh oF a ations and heve 
of internrtionnl trade 


aa therefrom for the ceonomic well- 
S 


r of all particinsting countric 


sncorcener frmort-Erport Procroen 


en ery rename ee repetinenrrr peel sneprepey tm enreeermae— pad aamrecereystinen acter reel retest’ 


Stata arse dcmort brlance so fer finenced by tho United 

“na the British hrs Lea OuGUS to forrulete nv olan for, 
Cstrolish an dr wMort-cxport pro. ie’ This progran will, 
Pie Seis raw Jaerinls $ inte Gerneny which will »e 


fh Looe nea eee snenrenoup prsaunte for Pvurontion ty 
Wi] ~ eer and, capita oquin: “ont Lato finished » - i 
rage $ Sxportcd anc gold -t hich cnoush prices to abd : 

4 Cost of tho 4: mortod raw raterinls plus . doller 


tq i Mod 
me i wil bo eee gerdiaaye bo ney for eceunrtion costs 


Ina 3 5 aeflins 
RECOBEn py food imports (i.e, current traco coficits), 
L 


DECLASSIFIED 
Authority VN D4 03 544 


I - 126 


. 


Germany! s €Xpor 
cated, in oe ential 
penetration of Toreie 
pated in this Germa 
_nanes and patents y 
eran, In View of 
practices wurg SLCC Ys 
abe ier abroad before 
maintoining Close Superys 
the enere ener period, 
hove e COrtnin recor: 


eu 
Cerr 


Ss 


sind 


er iy = sive 
wes set forth cs 
should ve exicluded from 
firms were ‘a+ ict ent ly 
conn nS; 


miele, or 


He 3 
3G © 
36 Fe 


ide 


Outs 


2 


f 
‘ 


t 


cr 


ct Oy 


unce 


ome) 
QO oOo 


Fy 


S 


neh 


he two wars was dedie 
warfare and economic 
lundrede of ftrne BAS tLe 
dreads ae trag Omran yrs vod 10 
ne imlen ‘ ee 
bide enentetion of 8UCh pro~ 
ane Continuing the trade 
Nn some of their trade 
and the necessits of | 
Corrinn foros in trerae dug in: 
GN’ asenctas at Veshin-ton 


a 
a ie t} 
nae gt roo 
Tran 
Worle 


re nti 
os sonar stlon a, 
overs ie 2 eee 


fin ey oe tov 


“10-7 “TO 
Clininate ¢ +4 
and trace Nanes 
Gran Were eg tavlis shods 
e Siven as to 
of Gerne Qin? fron “5 
oO de Gornon-ormed 
ag Ssécur Liv Dvograr 
“ided the 
ermore, 


ob eae a4 such. 
Cneir Cortel 
which were 
and syeci-~ 
Pastas corte 


Ves 
LS 


be 


“in 


Or supe 

pede vie) 
the war 

¢ are to 


srictive 


che 


er 


71 


ve 


itracts 


Pac othor r res 
and prevented, 


a a ; 
On Germany is t 


firme 
e€ of Coane LV be s 
i ior to or 


wt 
ANorst 

= 3. 
nv th 
by the 


the inmmort—e 
Ct ae oaroval 


ae 


ive 


con— 


Use Tin in Ge ight zoesire 
* ipetve in the import- OGL G oroyrar: Say we Tessie ho 
merous, tho number of it ple actual vartichlonnts in the Dro- 
éven is not exected'to be too munerous Zor offective sere pans. 
220 use of 2 short form aucostionnsire to Goterming Viertoiy |su 
SCnvini Crets orior ta artiotpation vy -eny firs is a stancars 
ing vrocodure (xg0¢ curing the war) and hes beon useé fn 
Drogrems, iilitery Covernnont hes in its los ‘l- 
“Ge F20unt Of oVicence contorning unccsirepie Sirs 
ay Potosi rer vaich nignt desire to narticiaase in the suogect 
eer one onnl wormission could vo civon firns ules 
toy hac modified thoir practices snd structure suvfictontiy 
t acccotnnce ber dad Atos Goverment. 


. Ss 
Eertn 


Cormlcte 


aaah 
ick WAVE 


, “sate A @ as mec’ vd 5) fe) yart 

Pirns cutsice of Germany which mein vish te ) ae 7 
: rae = = Rh feet to imsiekiste olimination 
wn vais yrogren should also be suojee a cal snr id oo ‘ * 
£ eee finding that vhodir inclusion vould cons 
«Tor the prosre:: upon an fiading thot vt 

+ a fe wre 

travene the aolicice act out “dove, 


DECLASSIFIED 


Authority NN D9035¢ 


TE iis 


Provlen 


In order thas 
rai/el yore pelorita tad ier 
$4 ocen do iced ¢ vlint 
mlants ance rept; de 
cosiomrtod fos 


HECCSSAR- 


Some of +] 
aried fore 
Tonnre tig 
Such, ety 
OVE De On 
incu Stas ol 
Whore Coston 

Sahat e 


yn 
AOS 


cs Oar Anes t! 
OAS fn 
lee 
Loot 
an. i 


a 


eemtitn 
oy 4 lie 
Popa 


oa 


So toa 
eC, VARY 


wow 
had ONCESg 


An 
— 


‘anne 


Oe 


Minos Coulée 


SPoritod More 

the o: ‘pened on 

a nny stil be 

into lorge oahs 


oy° 
thon 


medium 
the viegiek 
ily leree nor 


- 


r &S 8 possibly 
tO be Carried out Ww 


Tr of eorgentizations. 


i) 


bie 


In ae pirts of ¢ 


ady ’ We 


Seater 
or 2 


alread hich Ievor 


OFS. ewconors 
and NrOg 


sncller Comotit 
fron Operstin- 


tho SIMeONSS 
iold ars 


“iCtion ig to Certain 


fF Ps 


the “Las i & 
almost Comple etoly 


43 
meang 

DEE a 
CS Cif tiocy 


Cambinas 


—— 


Ne Cou ntrilos 
AO war, 
Torn 
Te nl 


of 
Matig 


not 


iculorly 
‘S production 


‘ 


nts ONS 


sy being annlied 


of 


Ciscourscod 
Syocif 
the produ 


. 
2 : 


(aiag 
ction 


Ve 


O mtsgaes t Bao me gem a 
YO Sliven so =A. Ondont ’ 
si : + ey os ee = 4. 4 
© cnt Poeun eg eh oy alg _ 
AONE OS 2M Gos ~eeD SAS YHLEDGS #£ or 


out of this Pocommonds tion WouLG serre to 
of the Largest Combines “ony of thoir Lar. 
proportics., In doins so “eny Cortel arron-o. 
weve to DG roenogotintod beanuso cortsin parties 
“+ WOuLS be elfininre ‘bcd, now oroducers WOULA mameng ond 
e SP8Ernl ror Ee ies be nceossitrted, Mig overrll reorsn yn. 
tention if deenstelization ovincloles are in foreo during 
Such Period, should vrins into 4y Custry now Canitnl, = DADA Oe 
ment, now "icthocs and ncw concopts of doing business, The 
cWershin “na Control of the Gorman economy would be syvrond 
into + ANY more hends, The ceonory alias enin floxibllity ond 
be nore cnpnble of absorbing new Lex C68, Rew invontions, of 
pisenrding obsolete cavlonent, end of ese to new cep. 
kot 


pid Cores Is. 


ones monn 
Proven 


a) 


sore of particulay ¢ ©, turnover 
230 decartelisa+: 
discourse the Lous 


. ay, y . 
COUrANE Flo Us 
a 


The Geran Corporate incone 
ae 
Mortrneg to 4) 
~ 8D OYoOrran om 


nar 
WA” ONCOULA pg 


we or 


ads 
~GlOn of 
Poy, 

OL Gla holds 


~ 4 GCcyiyia Hh, a as ie 
forced C ws we ark Lations into “yn ke = - Nee +l Oh Mo) 
= & Pu CY wey’ . 

Coe eee - Loo, " % J Bi yt = 

SUPCTV=SCu, OF at Longe AMG Ab Cites ee Orn bo POsily 
iL rd i n (y 4 
7 ett dL LOU Fyre f andy 

rosa relstions, * 60 Fedntatn sud 


exemptions thorote 3 Dor ng nro 
- 
2 : Ve a ile rt at 4 iid 
axe tad at with OLGA es oe es DOr 00 an 2 Ot Cy 
- 7h an 
he Lats o>, Callicd “ ( ie QUT, Uncer 
at N Bs Nery Blas Ags til aye res 
SeCUCTy, Vac Prog tD2 + vito vid Cre t+ etal CTurars. 
Sh Tah, C Slehb ial 
tae MOUNT SO Tocdived vs VAP h ae te. oe reanized to roport 
rt ee R pe i ‘sk giguig 30 et ae . “ie =F 
recipicnt is vormittaa «2 wee webLe Ancone, th 
POCIpICHY 18 yornittod VO Ceduct fro- uae — 
for Corporation tac ra “So dig Pel Sound Lreorne tax 
-or Corporation eR, ln tho Clse of CorMmornts ) ; a 
: aA os See a saa oration nce, 
amounts which ue Ve Cen Ccducted br ee eae J those 
as sg ¥ 


eividend. 


Hole such tax a¢ the 
parent Corpornti ChAt 
to Day tezics on neon 
Cividends receiv Li 
@ries were not rod & the Cr 
Gividonds LE. Go 


c# O 
(e) 


ay] {-- 
Is Oo © 


‘ 


w 


ot ct 
O 44 [+ 


t+ Woe Lee Ser Sank tan Por) 
0 OS OLAS iar tie shucntion of ¢ 
TasaAt a “7 ar as , —~ 7 beg SS 
sell Lear fo,12 (Article xy, Por. 3) 
be Sa: 7 . - 
gia Pear catelorivil og, However, aponr 
Pe 


the Orezny es 


xe SOS 48 2 
‘Ol stock or Ls pr 
to dom : 


the COMpans 


& of 

: . 4 z sf . 

Bcc ts CES afz ae va lata ha 
. or te 

ration as yw 


34% TGS Ayam ~- FF oP anert 73 

Suvsictary Comeny Covice, lentiny- 
IT A hey a chs To Winton ee 

Svtuctures, Comsorrtion ¢ 


. Orb t VAEC§ toro 
Sllor »rofits “opresented by susie 
Sree? pretite of « usst ict, intcornsed, 
Purtaer, it was an 2ncontivo to Comoran. 
ai niidunts of co por cont, 34 orler 


one co 


‘ree ChCss of the extent of 
mi 0 % heya 
LENE the tex 


“nted to the pere 


WAS 


osying tax 
tact corpora, 
Ch incresscee to > moxdirun of 05 yer sent 


Ww 
nSifics tho niventage to combines, 


r 
nten 


. ” an vy toy x ‘" fr sy 

Another “buse fostercd by tho former Gercan tax law wg 
Fug ‘ : De 4 PPrancear ane YY 
nsesell chart wrincinle, By this SrPransen ont, on 


CSCll scheft roletionshin wos decd to oxist when One 


d open nieotianc p %e 
AY wr finsneinlly economic lly end orem nizotion Llyn 


oO 
q 
fey 
ty 
ve 
3 
<S) t+ 
2 


en” of snothor comm ny ond coulé no lonwer D0 Con. 
DECLASSIFIED 


hs ns Authority MN D903 59 


4 


sider et jndependent. In nddition, to qualify for such sta~ 
gus on nerocnent was required providing for transfor of profits 
from tho subsidinry to the parent company, . 
| Ors angesellschafton were privilogod with rogard to turn 
| over taxes. In order to avodd pyraniding of turnover tnxce 
aho Lotter word remittod on transnctions botwoon Ovpangosell- 
a and their parents. Since those totos rnngod nn hich 
o. por cent, mnd sinec independent firnsa not vorticnly in 
| rograted were roguired to poy a turnover tax at each abrio of 
| proauctt Lon, sucll, indevendont firns found thonsolvos unnblo 
| bo compete against the cortbines, Turnover tax exemptions hive 
now becn ebolishod and turnover taxos raised. , 
Yowover, the provision nllowing tho writing off of the 
os of Orgesnse escllschaften agninst the profits of the por 
gation hes not been abolished. Although tho law 
provicc S an ill esate ge relationship is to be rec- 
ognized only whore the parent orgenizntion is active in the 
garid fiold os the soubee 16 od comprny, in practice, a firn 
like I. G, Farbon was oble to clain as urginge esellschett ol- 
most ony of its firms in the chonicals ficld nnd Siericns 
firns in the oloctro-onginecring ficld 


almost any of its 
An orenngeseli schnft could drive smrller independont compe- 
wall by 1 policy of ruinous price-cutting, 


titors to the 

since ony losses ineurrsd thereby could bo deducted, for taz 

from the pron tte of the controlling cemprny. With 
such a practice would 


loss 
r ront org gn: 


os cro a nt 


purpo SCS, 
the present sherply aradusted tax scole, 
be econonically fonsible and desirsblo to a ee It 
should dc remembered that this privilage has no basis in nj 
ut was develoed by pacer ire of the 
Reichs- 


German logel enactment b 

ighest, tax nuthorities, particulorly by the somcnlled 

nanzhof, the Suprene Paneance Court of Germany. Conscaucntly, 
ive provision would be needed to a abolish the vrivilese. 


@ (eB 


% DA asit 


Tho Gor wen property tax (Vermocgonsstcucrge se 
maximin rete of 5 per cent. 
has been low 


No uncis 


nb A 
‘assets over Ri: 500,000, 
0.15 to ox per cent. 
_ Germany, nor doos one exist 
to sone oxtent, the oncou Ae 
2s. Do allow % corporat® ton to nlow 
7 its onrnings where 
‘set prices 


cts 


rate, on net 
trol Counc 
its tax c¢ 
The rover 
= 4: 

vu 


vy 
+ 
u 


ast ers 


3) es competitor must pay Aas. 
ragmenlesad corporntion 


c into 


be 
o% Smn itler or Ra 

d r ») antler or loss 
4 


in ere eis on or tne offea etuation of gocartolization 
i stens should de consiceredy 


1. The raising of the property tax, mt Lenst as to 

large enterprises. 
at ma prover tine, of on we 
nx to the extent sory 
pach 


v neces 


hnent, 
of carnings. 


The esteblis: 
distribuicd profits t 
to prevent unrensonnble plourhins 


Ae) 
2 


ex returns for sny 


n % 
oe tion of cons solidated bce) 
; Die Fo orperstiones: end the taxation of exch cor- 
DECLASSIFIED 
Authority MV N. (24 OD 584 
IT - 130 : 


porntion sain BOPAINLO wid t 
a ‘6 


W, The prolibition of Grrryeovey tax proviaslona nnd r 
Harold hoplitication of tax OMAP Om nnd nrocoe 
UU ee 


NUEALON 


La eee 


It fs delfoved thet the drolonentatdon, jn Gorunny, 
of the suggested tax prograa vould sid in tho oldninet tion 
of holdin: comrnios oxeept whore they mro seconontenlLlLy 
ty atitindle. Simple Cornmoraloa rolation pattorns voul4 bo 
fostered which Gon bo recdily supervised, end tan wrivilores 
favoring holding comprnios end Large, compo: corpars.te 
roletions would be allininated, . 


DECLASSIFIED 


Authority VN D4 035% 


